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INFLATION AND THE BALANCE OF PAYMENTS 


It would probably not be untrue to state 
that the main problem which China has 
been trying to solve in 1947 is how to 
balance her overseas payments. The heavy 
restrictions on imports, the quota alloce- 
tions, the careful distribution of foreign 
exchange and the measures taken ensure 
that the exchange proceeds of exports sold 
abroad are brought within the grasp of the 
Central Bank; all have had as their main 
object the balancing of overseas payments. 
This is not to suggest that this has been 
the sole purpose of these regulations, but 
it may safely be asserted that it has been 
the major object. Moreover these are mea- 
sures which might, given certain other pre- 
mises, achieve-a balance of trade, but it 
would scem that while the emphasis has 
been placed on balancing overseas expendi- 
ture against income from foreign sources, 
one major factor has been ignored, namely 
the effect on the balance of payments of 
an unbridled inflation operating on the in- 
ternal price. structure of the country. 


Stated in its crudest form, what is known 
as the “Terms: of Trade” is an index 
number derived by dividing an index of 
export prices by an index of import prices. 
The entries which are made in interna- 
tional accounts in respect of imports and 
exports aré a function, first of their volume 
and secondly of their price, and of-the two 
it is the price factor that is more important. 


It would seem that China has attempted 
to divorce her foreign trade from her in- 
ternal economy, and has tried to run each 
as a separate entity. 


It may be argued that it is possible to 
conceive of a state whose economy is so 
carefully controlled that an exact balance 
is achieved in the sphere of foreign trade: 
where all debits are carefully sct against 
zredits and a perfect balance achieved and 
where the terms of such exchange are as- 
sessed in units which bear no relationship 
to the purchasing power of money within 
the country. It was something of this 
nature that Germany attempted to set up 
prior to the last war, but even Nazi Ger- 
many was careful to let the internal price 
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Translated into everyday commerce, how- 
ever, these easy assumptions become for- 
midable difficulties which increase progres- 
sively when the policy is that the controls 
shall only be exercised at one or two points 
in the lengthy process of getting the good« 
from the producer to the consumer. For 
the producer must be induced to produce, 
and to produce those commodities which 
will enter the sphere of international ex- 
change. Unless the arms ofthe Police state 
are of sufficient length and sufficiently 
strong, the producer may not produce or 
indeed be compelled to bring his produce 
to market when once produced. If the 
farmer, instead of applying his capital and 
energy to the production of wood oil, de- 
cides that it is more in his interest to grow 
his own food, the production of an im- 
portant exportable commodity can be halt- 
ed. Or: of, having produced his wood oil, 
he finds that there is not sufficient incen- 
tive to bring it to market, he may decide, 
jo store it pending better days rather than 
sell. He cannot, of course, hold his wood 
oil indefinitely: he must live, but he will 
switch his employment to those activities 
which will bring him the greatest reward. 
In short the main ‘incentive will be the 
price which he cam get for his wood oil, 
and the adequacy of this price will he 
determined by the purchasing power which 
the money he receives for his products has 
over the commodities he needs to maintain 
his standard of living. That is the money 
he gets will be judged sufficient in relation 
to other prices, or we night say, in rela- 
tion to the general le vel of prices. There 
is a minimum which ne will accept and 
if this minimum is not forthcoming he will 
turn his capital and labour to more re- 
munerative fields without a thought as to 
whether this change will or will not be 
advantageous to his country in helping the 
State to solve its balance of payments pro- 
blem, 


Where inflation prevails it can be -ex- 
pected that prices will be on the upgrade. 
There are more units of currency to be 
exchanged against the same volume of 
goods, and this relationship is reflected in 
a general rise in prices of the latter. 


The internal rise in prices, which is mak- 
ing the farmer demand more for his wood 
oil, is also causing a change in the rates 
at which the depreciated currency can be 
exchanged for more stable currencies. As 
the price of wood oil rises in terms of 
CN$, the overseas purchaser will nor buy 
(he same quantity as hitherto, or to put it 
another way, the demand for CN$ by over- 
seas purchasers offering US$ will decrease- 
lf, however, the demand for US$ remains 
the same, the value of CN$ in terms of 
US$ will fall, and this fall will be’ mani- 
fest in the exchange rates. The CN$ wilf! 
have depreciated and will continue to de- 
preciate until something is done to stimulate 
American demand for CN$ and the demand 
for and the supply of CN$ are brought 
into cquilibrium. Sheuld the inflation in- 
crease, however, as it has done in Chinas 
the extent and pace of the depreciation of 
the inflated currency will be quickened by 
holders of CN$ who will seek to convert 
their dollars into a more stable currency: 
and the situation will’ probably be  ag- 
gravated by speculators. Again, the nor- 
mal functions of trade are dislocated. Ex- 
porters must have immediate payment if 
they are not to see their ultimate rewards 
whittle away. An exporter who knows that 
his 90 dav bill is -going to fall rapidly 
in value is going to get rid of it as soom 
as possible or demand payment. in some 
other currency. Consequently not only 1s 
foreign trade less in amount by virtue of 
inflation but the ordinary channels through 
which this trade will be financed are no 
longer used. Meanwhile the demand for 
imports is encouraged for Yhe importers 
know that they can hold such goods as a 
hedge against further depreciation. 


The situation is, however, taice con- 
founded when the Government Authorities, 
as has been the case in China, impose a 
fictitious rate of exchange for exports and 
demand that the exchange proceeds of ex- 
ports shall be surrendered to the Govern- 
ment at rates which are far below those 
prevailing in the open (or black) market. 
Such a policy has a two-fold effect. 

First, our producer realises that he is 
not getting sufficient reward for his efforts, 
so he tends cither to stop producing and 
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makes. no contribution to the credit side 
of the balance of payments, or he attempts 
to by-pass the Government Control. usually 
an expensive process, and thus his con- 
tribution to his conniry’s credit balance ts 
less than it might have been. 


Secondly, the selling price ta ‘erms 2f 
foreign exchange is kept higher than would 


otherwise have been the case, and there- 
fore it costs more US$ to purchase ‘hrougb 
official channels the CN$ to pay for the 


wood oil than would have been necessary 
if there had been no fictitious rate of ex- 
change. 


There is thus less foreign exchange be- 
cause producers are not inclined to sell, 
and foreign purchasers are discouraged 
from buying. If the balance of payments 
is to be maintained imports have to be 
slashed further by the Authorities, while 
merchants feel that they are justified in 
taking whatever steps are possible, e.g. 
smeggling and the like, to by-pass the con- 
trols, So owerseas payments instcad of 
heing brought into balance tend to get pro- 
gressively more out of line, until the final 
result is confusion in administrative, an 
exasperation in commercial circles. 


OF COURSE IF THE WHOLLY UN- 
REALISFIC RATES OF EXCHANGE 
WERE ABOLISHED IN CHINA SOME 
OF THE WORST EFFECTS OF INFLA- 
TION ON THE BALANCE OF PAY- 
MENTS WOULD BE EASED. THERE 
WOULD ALSO BE SOME SLIGHT TEN- 
DEWCY TO RESTRAIN THE RUN- 
AWAY EFFECTS OF INFLATION. It 
our wood oil producer were to get a larger 
number of CN$ for ‘his wood oil he would 
be encouraged to produce a larger volume 
and this, in turn, would increase the volum~’ 
of commodities in the country against fhe 
amount of purchasing power. Moreover, 
by cxporting more there would probably 
be more foreign exchange available and 
larger quantities of goods .could be im- 
ported. The increased volume of imported 
goods, can do something towards lesseninz 
‘the evil cffects of inflation. Ireland, for 
‘example, by suspending her high import 
.duties on a number of commodities since 
the war, has been able to counter infla- 
tionary tendencies by attracting inte the 
country a substantial volume of imports. 


(t must not be thought, however, that the 
abolition of unrealistic exchange rates, or 
the admission of a substantial amount of 
imports, or even the appeals for foreign 
loans which are heard within and without 
China will suffice to mect the deficit in 
China’s halance of payments, and discus- 
sion on these points is apt to obscure the 
interdependence of conditions of , internal 
financing and the establishment of an ex- 
ternal balance. THE CRUX OF THE 
MATTER IS THAT THE BALANCE OF 
PAYMENTS CANNOT BE SOLVED IN- 
DEPENDENTLY QF BALANCING THE 
BUDGET. WITH THE BUDGET OUT 
OF BALANCE, THE DEFICIT MUST 
BE FINANCED WITH INTERNAL OR 
EXTERNAL LOANS, OR IN THE LAST 
RESORT BY THE PRINTING PRESS. 
This latter is the method adopted in China, 
and: not all the import quotas, emergency 
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OUTLOOK FOR CiViL WAR 


RIDDEN 


American public opinion in 1947 has 
changed from :the encouragement and 
sympathy period of the war years, the 
ensuing post-war disappointment with 
the Chinese Govt. when propaganda 
abated and parts of the true conditions 
slowly were presented to the U.S. citi- 
zens, and from the growing scepticism 
of almost every American observer 
(business man, reporter, traveller, gov- 
ernment staff and members of the U.S. 
Forces) in 1946, to very frank critic- 
ism of Generalissimo Chiang and _ his 
regime such criticism reaching not in- 
frequently a very high degree of in- 
tensity when, in generalising accusa~ 
tions of the Nationalist Party and those 
Chinese people identified with it, it ap- 
peared as if Americans were, in dis- 
gust, disinteresting themselves in Chin- 
ese affairs. 


The press and the public in other 
countries did not greatly concern them- 
selves with the civil war and economic 
deterioration in China, leaving U-S. 
official and unofficial observers and the 


very numerous and vociferous Ameri- 
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regulations, fictitious exchange rates, smug- 
gling penalties and the surrender of for- 
eign exchange will ever solve the balance 
of payments independently of a balancing 
of a budget. These subsidiary controls are 
mere cyewash to cover up the real pro- 
hblem of which is now to stop inflation. 
To concentrate on balancing payments while 
ignoring the effects of deficit finance is, as 
has heen shown above, merely to make the 
possibility of achieving a balance of pay- 
ments more remote. 


It would be presumptious to suggest that 
there are no bankers or economists in China 
who can see the impossibility of balancing 
payments while financing via the prining 
press is still the order of the day. Never- 
theless those in authority who would appear 
te be concentrating on achieving the balance 
of payments- are dealing with symptoms 
rather than causes. Unless a real and 
efhective start is to be made on the pre- 
hlem of inflation, by means of a balanced 
budget, the administrative measures at pre- 
sent being enforced, which are expected to 
bring overseas payments into equilibrium, 
will not only fail, but will merely make 
the “unbalance” greater than would he the 
case if ordinary econdmic forces were al- 
lowed free. play. Inflation will, of itself, 
unbalance China’s foreign payments, but 
the application of fixed exchange rates will 
make the deficit in such balance worse than 
it would be if exchange rates were per- 
mitted to find their own level. A little 
charity of thought on the relationship be- 
tween cause and effect on the balance of 
payments is urgently required in China and 
the words of M, Roger Auboin, in the 
last annual report of the Bank of Inter- 
national Settlements should be writ large 
in every financial institution in China— 
“nothing enduring can be built on the 
quicksands of constautly changing monetary 
values.” 


CHINA 


can press to dilate on this rather in- 
vidious business. There was also an- 
other good reason for this attitude on 
the part of European and Asian news- 
papers: since it was the American tax- 
payer who was called upon in the past 
to foot the bill for the egregious sup- 
port given by his government to China 
and it looked as if also in future it 
would fall to America to pour ovt help 
to Nanking, under whatever name and 
disguise, the spokesmen of the Ameri- 
can public were justified in speaking 
their mind, investigating the hopeless 
position of the Chinese Govt. which 
could only be kept alive with U.S. 
financial and military assistance. 


There was hardly anything cheerful 
to report about China in 1947 and the 
best that could be done by. those writ- 
ing professionally congratulatory mes- 
sages and planting the seeds of that 
ephemeral flower of good will was to 
indulge in the repetition of platitudes 
which either lost all meaning to the 
common people or just provoke a cyni- 
cal snigger by the political adults. 


American Official & Popular 
Attitudes 

For the Chinese people at large the 
American change of attitude was of, 
utmost political and economic impor- 
tance; but while sympathy with and 
support of the Nanking Govt. reached 
its lowest point as far as the majority 
of the politically educated and inter- 
ested U.S. citizens was concerned, the 
Administration in Washington was 
constrained to back up the otherwise 
disliked regime at Nanking for the sole 
purpose of containing the spread of 
Soviet power and the advance of Com- 
munist parties in the world, The sys- 
tem of rule in China today is con- 
demned by almost every American citi- 
zen and most govt. execvtives as well 
as by the elected representatives of the 
American ‘people. 


As the thinly disguised totalitarian 
govt. in China is by the force of de- 
velopments driven to ever more severe 
restrictions and extralegal practices, 
subordinating everything to winning 
the war against the combined Commuh- 
ist and leftist democratic forces all over 
the vast Chinese territory, the official 
support of Nanking by Washington 
becomes an almost impossible political 
proposition; it can only be justified by 
future strategic necessities with which 
the U.S. may be faced in case of an 
armed conflict with the U.S.S.R. 


Graft & Corruption 


The progressive and planned mone- 
tary inflation in China and disruptions 
of production and communications have 
caused last year a fantastic swelling 
of graft and .corruption which surpass 
anything witnessed at any time before 
in China. The whole nation is poet 
ed ‘in “squeeze”. 
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These facts are recognised even by 
the most ardent supporters of Ameri- 
can interventionism in China who often 
are erroneously described as friends of 
China, e.g. Mr. William Bullitt who in 
his recent “Report to the American 
People” stated inter alia: “Jn an effort 
to keep down expenditures for war 
purposes, the government has kept 
down the pay of its soldiers and officers. 
A private has been receiving in pay 
the Chinese equivalent of $1.50 a month. 
A Major general receives the equivalent 
of $17 a month. For purposes of rais- 
ing morale, as well as other reasons, 
pay in the army should be quadrupled. 
But there are more than fous million 
officers and men on the rolls of the 
army, and a quadrupling of pay would 
add such a sum to government expendi- 
tures, which could be covered only by 
printing more paper money, that the 
present steady rise in the cost of liv- 
ing would be accelerated. 


“The salaries of all government em- 
ployees from cabinet members to tax 
collectors are held down to fantastical- 
ly low levels. In a time of great na- 
tional peril it is proper to demand vast 
sacrifices of all who serve the govern- 
ment either as civilians or military men. 
But the underpayment of government 
employees in China has passed the 
limits of human endurance and is pro- 
ducing disastrous results. 


“In the army, graft takes many 
forms. The simplest is the padding of 
pay and ration rolls. The Chinese cus- 
toms service, which before 1937 was 
one of the most efficient and honest in 
the world, is now riddled with graft. 
It still contains many honest men, but 
the majority expect “squeeze.” Tax 
collectors of all sorts graft. An honest 
Chinese businessman who owes $10,009 
to the government in taxes can declare 
and pay that sum only at his peril. 
The tax collector insists on his graft. 
He will settle for $5,000 for himself 
and $2,500 for the government. But if 
the businessman refuses him the graft 
he will report that the businessman is 
keeping fraudulent books and that in 
reality he owes $30,000. The Chinese 
judges have for the most part endured 
their sufferings and kept their honour 
clean. But there are grafting judges 
also. 


“Most of these men graft to live, 
and there is no possible way to stop 
this sort of graft until all government 
employees, military and civilian, re- 
ceive a living wage. But raising of 
government salaries will increase the 
inflation, inflation will raise the cost 
of living, the rising cost of living will 
quickly absorb the raises in salaries. 
graft will start again—nobody will be 
better off. How can China break this 
vicious circle?” 


China—A Strategic Area 


The American official position in 
China was tersely summarised in the 
report of the U.S. House Armed Ser-~- 
vices Sub-Committee when the present 


Nanking Govt. was called ‘unmoral” 
but it was considered preferable to sup- 
port them because of the possible ex- 
pansion of Soviet influence in the Far 
East; the Chinese Communists were 
conceded to be “pure and moral” but 
being Communists they covld not but 
further the interests of the U.S.S.R. 


China represents for the U.S. Army 
and Nilavy a strategic area of great 
importance and the current policy of 
Washington is coordinated to this idea. 
Bases in the Pacific are built or de- 
veloped (like Truk, Okinaway Guam) 
with Japan as the key base and China 
being split up into bases and zones 
of varying military significance. Prin- 
cipal U.S. zones in China are: the per- 
manent naval base of Tientsin (where 
the Tangku harbour development is 
planned from the point of view of 
U.S. logistics), Taiwan as a supply 
base, coastal Central China as “supply 
zone” and aviation base. 


Since there is no alternative but to 
keep the present government in Nan- 
king afloat, although it loses steadily 
popular support in the areas under its 
direct control, military assistance to 
China has been continued in 1947 and 
is bound to be enlarged during this 
year on a different~ basis however. 
Besides financial help (in form of US$ 
eredits), military supplies (direct or 
U.S. Army surpluses), ammunition, 
equipment necessary for maintenance 
of government services (derived from 
UNRRA, post-UNRRA, sveplus_ dis- 
posals), the Chinese Govt. has obtain- 
ed the services of the U.S. Military 
Advisory Group in China (MAGIC), 
composed of experienced commanders 
and technicians of the U.S. Army, who 
are training Chinese troops; the even- 
tual strength of Chinese soldiers to be 
trained by MAGIC and its successors, 
which will probably be a Joint General 
Staff of U.S. and Chinese Forces (imi- 
lar to the set-up in Greece of today), 
is to inelude 20 divisions. 


The American Loan 

The long withheld US$ loan may 
materialise eventually but it will be a 
loan to secure political and military 
goals of Washington in China, the dis- 
posal of whith wil] remain under U.S. 
supervision, with probably concomitant 
general supervision of finances in China 
with a view to increase Govt. revenues 
ang slow down the rate of inflation. 


This sort of loaning of money and 
direct shipping of American military 
and. other supplies into China does not 
find approval in Nanking as it is the 
Chinese Govt.’s desire to obtain. at least 
fa larger portion of the future loan, 
without direct U.S. control. Members 
of the Nanking Govt. have madc it 
clear to the American Govt. that the 
loan is required for (1) winning the 
civil war (i.e. purchase of military 
equipment and ammunition), (2) 
stabilising the currency, and (3) re- 
habilitating industries, communications, 
ete. The allocation of an estimated 
US$ 1% to 3 billion under American 
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controi would mean (1) virtual U.S. 
civil war participation in China, (2) 
guaranteeing the value of CNS, and 
(3) building, reconstructing and man- 
aging factories, wharves, docks, trans- 
portation lines, etc. While the finan- 
cial position of China has long ago been 
revealed as bankrupt, the acceptance 
by Nanking of U-S. supervision would 
amount to China going officially into 
receivership. 


However, dpart from these considera- 
tions, many and very prominent officials 
in Nanking and_in provincial zapitals 
feel that an American supervised loar 
would miss one of its princival pur- 
poses, viz. the enrichment of stich 
officials and their enormous number of 
hangers-on a great many of whom only 
keep on in office in the hope of secur- 
ing their rewards ex US$ loan. Dur- 
ing recent months official papers, lead- 
ing members of the regime, various 
spokesmen of Nanking have used all 
tactics to speed up the coming .of the 
great American loan; accusations, pleas, 
cajolery, threats were wasted on the 
hardboiled and _ realistic Americans, 
who want a job to be done in China 
and no longer to be fooled. The cul- 
minating points in the “US$ loan cam- 
paign” by Nanking were the dire pre- 
diction first to join eventually the 
U.S.S.R., or to collapse in the face of 
Communist successes, and to defeat the 
Reds without any outside help. mop- 
ping the bandits up within 3 to 6 
months. 


Political Disintegration 


What actually causes coneern in 
Washington is, however, the process of 
political disintegration in China under 
control of the Kuomintang armies. All 
democratic parties, with the exception 
of two politicians with their small fol- 
lowing, have severed their connections 
with Nanking; the leading democratic 
party, known as the Democratic League 
of China, third in importance. after 
Kuomintang and the Communist Party, 
has suffered under the hands of secret 
service terror (assassinations, arrests, 
concentration camps) until it was en- 
tirely suppressed. Provincial and re- 
gional separatism is growing in impor- 
tance within China proper and old war 
lords are again very active. The re- 
cognition of the Central Govt. in Nan- 
king by various Provincial chiefs does 
not mean their loyalty and suvvort in 
case of an emergency. The mo:t brazen 
Provincial dictatorships, only nominally 
acknowledging the overlordship of Nan- 
king, are depredating the provinces of 
Shansi, Sikang, Ninghsia and Ching- 
hai under the feudal war lords respec- 
tively of Generals Yen Hsi-shan, Liu 
Wen-hui, Ma Hung-kwei and Ma Pu- 
hsiung. 


There is good reason to believe in 
the growing separatist movement in 
Taiwan where the depredations of 
former Governor General Chen Yi have 
not been forgotten. In the face of the 
continued exploitation of Taiwan and 
the hardly suppressed unrest of “he 
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UNRRA SUPPLIES AND CHINA 


The offices of Unrra in China have now 
wound up and the last relief supplies have 
been unloaded, The total amount of Unrra 
supplics to China was around US$ 540 
million (15% of the grand total as donated 
at about 70% by the U.S. and the rest by 
U.K. and the British Commonwealth)). 

By far the largest beneficiary was China. 


The diversion of, and large-scale cor- 
ruption connected with, Unrra supplies in 
China has become internationally known 
already in 1946 and a number of scandals 
were subsequently revealed by the foreign 
and Chinese press, by Unrra officials, and 
by the Courts and the facts so disclosed 
often outraged public opinion in those 
countries where donations originated. Since, 
however, the largest contributor to especial- 
jy China relief was the U.S. and Unrra is 
the servant or instrurnent of the govern- 
ments of its member nations and is not an 
autonomous international agency able free- 
ly to make and administer its own policy, 
the co-responsibility of the large misdirec- 
tion of Unrra supplies in China has been 
placed by leading American Unrra execu- 
tives on the U, S, Department of State. 
Fully knowing the facts about the corrup- 
tion prac.iced by many officials of Cnrra 
{the Chinese agency which received the 
Unrra donations for distribution within 
China) and the innumerable breaches of 
the Agreement signed between Unrra and 
China’s Goyt., the Dept. of State in Wash- 
ington decided, for the purpose of assist- 
ing Nanking, to continue the supply of re- 
lief goods until the end, 


There were some temporary hitches 
when scandals were assuming too. great 
proportions, when incompetence and misap- 
propriations had become too blatant and 
discrimination against the Chinese people 
living in North China (under Communist 
control) who were excluded from any re- 
lief could no longer be concealed; it then 
happened that Unrra executives, in disgus: 
with these developments, halted the sharing 


native people it is ironical to hear that 
the Nanking authorities have claimed 
the possession of Okinawa. 


To conquer the Chinese Communist 
Party the Kuomintang is by far too 
weak. Without foreign, that is U.S. 
help the present regime in ‘Nanking can- 
not expect to remain in control of ali 
those parts of China Proper where today 
still its central army stands. The out- 
look for a political compromise appears 
as remote as ever and therefore the 
struggle for power will continue during 
thig year resulting in further all-round 
deterioration in China, affecting also its 
neighbours and frustrating all hopes for 
a national renascence. The universal 
disaster of a world war, will never 
result, as is so blithely expected in 
Nanking, in the final victory of the 
Kuomintang rule over all of China. 
Barring, however, the cataclysm of an 
U.S.-USSR war, at least for 1948, there 
cannot be any other road for civil war 
ridden China than the road downwards. 


out of Unrra donations requesting the 
Chinese Govt and its Cnrra to investigate 
the most outstanding cases of corruptioa 
etc., remove artificial obstacles to the dis- 
tribution of supplies to the suffering people 
and allocate at least a token amount of 
relief goods to the Chinese in North China. 


The complaints, public accusations and 
charges made by most members of Unrra 
offices in China have by now become s0 
frequent that interest in the whole sorry 
business of diversion and misappropria- 
tions of Unrra supplies in China has wan- 
ed. The record of a large number of 
Cnrra officials, from the men in the highest 
positions down to the last clerks, has been 
appalling; cmbezzlements and connivance 
at organised pilferage, cooperation with 
the thieves’ markets in Unrra goods and 
indirect managing of stolen Unrra ma- 
chinery, vehicles etc. started almost im- 
mediately after the arrival of the first sup- 
plies in 1945. The system of despoiling 
Unrra in China was later better developed 
when large quantities pf donated cereals 
and other foodstuffs, clothing and the many 
other consumer goods in which great 
scarcity prevailed during 1946 and 1947, 
were hoarded by corrupted Cnrra officials 
who speculated in donated relief supplies 
as if they were their rightful owners. Be- 
sides the rather general incompetence at 
handling of foodstuffs and machinery, the 
indifference and apathy shown all over the 
country as regards the misery of the masses, 
caused enormous waste; foodstuffs were left 
rotting, machinery became useless and was 
rusting away, storage of commodities was 
often not attended to, 


Contrary to the stipulations of the Unrra 
Agreement with China, relief supplies 
were used for the Chinese Central Army, 
were sold and re-sold (often through brok- 
ers connected with high Govt officials) anii 
exported to foreign countries (many Unrra 
donated commodities appeared in the coun- 
tries of origin where they went into-the or- 
dinary commercial markets.) The Chinese 
Govt employees benefitted to a large degree 
from Unrra_ supplies; their quite ~in- 
adequate pay could never cover their own 
daily expenses and foodstuff and other es- 
sential commodity supplies had to be soli 
by Govt to its own officials at heavy loss 
prices or taken from Unrra stocks. 


Comparatively little relief supplies ever 
reached the common people for whom the 
donors intended them in the first piace. 
Those who could afford to pay black mar- 
ket prices were of course amply supplied 
with Unrra goods but the real victims of 
the war and inflation rarely obtained any- 
thing from the cornucopia of Unrra, 


“Post-Unrra Aid” 

The United States Govt have concluded 
on Oct. 27, 1947 an agreement with the 
Chinese Govt regarding the supply of fur- 
ther relief goods to Nanking after the ier- 
mination of Unrra, This aid, incorrectly 
termed “post-Unrra” as it has nothing to 
do with the United Nations but with the 
Washington Administration, will comprise 
fcod and medical supplies, clothing and 


textile raw materials like cotton, wool, fer- 
tilisers, fuel, seeds, etc. Such gifts by the 
U.S, to China are to be distributed by the 
Nanking Govt but under supervision of re- 
presentatives of the U.S. in China; to make 
sure that the many stipulations of the 
“Agreement Concerning U.S. Relief Assis-- 
tance to the Chinese People” will be carried 


out, The U.S, will provide for procure-- 
ment, storage, shipment to China of all 
reliei donations. 


The Agreement is explicit as regards pos- 
sible abuses by the Chiriese Govt in handl- 
ing future U.S. gifts (such as misdirec- 
tion of relief goods to the army, exports, 
black marketing, diversions, discriminatory 
distribution). Article 9 of the Agreement 
provides for the termination of assistance 
if abuses of the gifts of the U.S. are dis- 
covered (paragraphs 2,3,4), 

In the face of the Unrra time record of 
corruption and misappropriations and see- 
ing the progressive deterioration of econo- 
mic conditions and civic morals in China 
it is hard to imagine that the new gifts 
from the U.S. will not be ‘similarly dispos- 
ed of as was the case with so large a por- 
— of Unrra relief and reconstruction sup- 
plies. 


Unrra Supplies for the first nine 

months of 1947. 

Totai Unrra supplies which arrived in 
China during January to September 1947 
were valued by the Chinése Customs at 
CN$ 2,377 billion; this figure may be com- 
pared with total imports for the first 9 
months of 1947 which were officially valued 
at CN$ 5,108 billion. In our issue of Dec. 
10 we computed the Chinese dollar figure 
into US$ giving a Jan./Sept. total of US$ 
408 million; the value of Unrra supplies 
to China for Jan./Sept. 1947 should, ac- 
cordingly have been around US$ 190 to 
200 million, 


Following are quantities of principal 
Unrra supplies received by China during 
the first 9 months of 1947 :— 


Cotton piece goods, grey, white and dyed: 
over 5 million metres (mainly flanneis, 
drills and jeans, shirtings and sheetings). 
Raw Cotton: 70,000 tons, Cotton manufac- 
tures: 3,500 tons (clothing, knitted goods 
etce.). Flax, ramie, hemp, jute manufactures: 
820 tons. Woollen goods: 4,000 tons. (main- 
ly blankets, clothing). 


tron bars 9,742 tons, Iron ingots; sheet- 
bars 22,600 tons, Iron rails 33,000 tons; 
Constructional building sections and forms 
(fabricated) 11,176 tons; over 20,000 tons 
of various metals, 


Electrical Machinery 3,518t, Pumping: 
Machinery 2,200t, Prime Movers  6,000t, 
Tobacco & cigarette machinery 18,000t, 


Hand tools and Machine tools 4,600t; and 
large quantities of dynamos, motors, trans- 


formers, generators, various textile ma- 
chinery. 
Railway & tramway materials 7,480t, 


Motor car parts 1,302t, Ship materials 
9.155t, Locomotives and tenders 336 pieces, 
Railway cars 104, Motor vehicles 2,193, 


Bicycles 787; and parts of vehicles and 
vessels, 
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INDUSTRIAL NOTES AND REPORTS 


INDUSTRIAL POSITION IN HONGKONG 


Industrial labour in Hongkong is estimat- 
ed to exceed 80,000 men and women; about 
60,000 workers have found employment by 
the end of last year in government register- 
ed factories and workshops and some 20,- 
000 workers are estimated to operate in 
such loca] industrial establishments which 
either have failed to register (mostly out 
of ignorance) or are not required to re- 
gister since they do not employ over 20 
labourers or do not own power driven me- 
chanical equipment, 


The total of registered factories by the 
end of 1947 came up to almost 1,200; non- 
registered industrial establishments are dif- 
ficult to estimate but 300 to 400 of such 
workshops are certain to operate here in 
addition to the registered firms, 


The number of registered factories be- 
fore the outbreak of war was also 1,200 
and the then number of workers employed 
approximated the present total of December 


Miscellaneous Metal Goods: Scientific 
instruments and apparatus 1,382t, large 
quantities of furniture, clectrical fittings, 
electrical appliances, telephonic and _tele- 
graphic instruments, radio sets and parts, 
etc. 

Canned goods: evaporated cream and 
milk and milk food 1% million kilogr., 
food stuffs 7.4 million kgs, and groceries, 
coffee, butter, margarine, biscuits, flour pro- 
ducts etc. 

Rice and paddy 182,000 tons, wheat 44,- 
600 tons, wheat flour 54,000 tons, other 
flour 7,000 tons. 

‘Beans and peas 8,300 tons, vegetables 
2,700 tons, and fruits, seeds eic. Sugar 91,- 
000 kgs, Cigarettes 3,002 cases of 500 pes. 
each, 

Champagne .and sparkling wines 2,232 
litres (sic!), still wines 1,764 litres, and 
some beer, ale, whisky, gin. (That Unrra 
supplied such luxury items as relief has 
often been commented upon in the Chinese 
and foreign press). 

Chemicals and pharmaceuticals: 39,600 
‘tons sulphate of ammonia, 513 tons of ex- 
plosives, 24,400 tons of fertilisers, 32,270 
tens chemicals and compounds, 3,025 t me- 


dicines, and large quantities of ther 
‘chemicals, 450 tons of paints. 
Gasoline 19.8 million litres; 10,842 tons 


of liquid fuel; 358,000 litres of lubricating 
oil. 

Paper: 1,000 tons. Boots and shoes 20,- 
‘000 pairs. 

Railway sleepers 530,000 pcs. Timber 
10,300 tons, other woods, corks, building 
materials, Smaller quantities of coal and 
charcoal, Glass, glassware, stone manufac- 
tures. 

Among sundries: living animals, rubber 
‘goods and tires, office equipment, photo- 
graphic supplies, etc. There is one rather 
large item which is not specified; it reads 
“84.645 tons of not otherwise recorded mis- 
cellaneous goods.” 


1947, Many new plants have been erected 
here in 1946 and 1947, modern buildings 
with all the amenities and constructional 
improvements which were only developed 
during the last few years. Rehabilitation 
of looted and damaged factories has pro- 
gressed to such extent that there is little 
left to be -done in this direction in 1948. 
New machinery and other equipment have 
been installed in hundreds of local factories 
and there is still much to arrive here 
which was ordered during the two years 
following the end of war. 


Before the war most local industries 
were backward compared to similat plants 
abroad but this has changed thoroughly 
with the modernisation, incidental to the 
rehabilitation and re-equipment of so many 
local factories, of a large part of Hong- 
kong’s light industry, The ship building 
and repairing yards of the Colony have, 
of course, always been the leading es- 
tablishments in the Orient, comparing 
favourably even with similar yards in the 
U.K. or the U.S. Factory buildings in the 
Island’s ‘main industrial, district (Cause- 
way Bay to Quarry Bay) are mostly 
modern structures which can rival with the 
best plants to be found in Shanghai or 
Japan; the newly developed factory district 
along the eastern shore of’ Kowloon 
peninsula (partly on reclaimed land of 
Kowloon Bay) promises to become one of 
the finest districts of its kind, The centre 
of Hongkong’s knitting and weaving mills, 
however, remains still the relatively most 
backward factory area; the mills. in 
Shamshuipo are largely housed in old type 
tenement buildings, 


There is sufficient space available with- 
in the urban area to relocate all those in- 
dustries which wish to do so. Both the 
Island and Kowloon offer attractive sites 
for factory buildings in surroundings which 
should appeal to workers as well. The 
problem of industrial relocation in Hong- 
kong may become more important during 
1948 when several of the large and many 
of the smaller promotion plans will be 
realised. 


Factories In 1947 


During 1947 a total of 517 factories and 
workshops obtained .registration certificates 
from the Labour Office (Inspector of 
Factories) bringing the total) of registra- 
tion certificates issued since liberation to 
883. In all 1,297 applications for registra- 
tion have been received by the Labour Of- 
fice by the end of last year, out of which 
112 factories have since ceased operation 
and their registration certificates were can- 
celled, The suspended factories and work- 
shops were all small industrial establish- 
ments employing on the average 20 work- 
ers each. 


Workers & Factories 


The number of workers’ employed in the 
registered 1,185 factories and workshops 


totalled 59,067—38,368 females and 20,699 
males. The number of new factories set up 
in 1947 was about 70 percent or 151 more 
than that established in 1946. Of the 1,185 
industrial establishments now operating in 
the Colony, 279 are Jocated on the island 
and 906 on the mainland, 


In the month of December altogether 32 
factories made applications for registration. 
These were: three weaving factories, three 
saw mills, two shirt works, two metal ware 
producers, two building matcria] factories, 
two cassia sorting factories, and one each 
garment, toys, furniture, twine, cotton, 
vegetable oil, torch, aluminium, mitting, 
matches, soap, dyeing, rubber ware, cement 
tiles, glass, engineering, electric bulb and 
medicine factories, In the same month, re- 
gistration certificates issued by the Labour 
authorities to factories totalled 26, of, which 
23 in Kowloon and three in Hongkong. 


Employment Conditions 


Employment in 1947 had not been steady 
owing to fluctuations in production, market- 
ing, uneven raw material supplies, con- 
tinual devaluations of Chinese currency, 
mounting import embargoes by the Chinese 
Government, high cost of materials, forcign 


especially American competition and 
political disturbances in Indo-China and 
the Netherlands Indies, The industries 


suffering from occasional depression and 
lack of employment as a consequence of 
above-mentioned factors were textile, rub- 
ber shoes, electric hand torch, torch bat- 
tery, electric bulb factories, 


With the exception of the torch industry, 
a general improvement was witnessed in 
all other types of light industry in the last 
quarter of 1947, The loca] weaving  in- 
dustry particularly enjoyed flourishing 
business and most weavers have been pro- 
ducing nearly up to full capacity. |The 
Colony’s 283 cotton cloth weaving factories 
at one time were unable to cope with orders 
from Malaya and Africa and Far Eastern 
countries. Their flourishing business was 
made possible through the successful efforte 
made last vear by the Department of Sup- 
plies, Trade and Industry, which helped 
in obtaining continuous supplies of cotton 
yarn at. internationally competitive quota- 
tions from Japan and China, 


The local rubber footware industry en- 
joyed but a brief period of good business. 
Large orders for rubber and canvas shoe 
were received from the Chinese Govern- 
ment on behalf of their army Philippine or- 
ders kept the smaller rubber shoe produc- 
ing factories busy for some time until the 
Philippine. Government increased tariff 
duties on the importation of Hongkong 
made rubber footwares into Manila. Fol- 
lowing the increase of the tariff duties by 
Manila, many local rubber shoes factories 
ceased operation and were only able to 
resume towards the end ef last year, when 
the local Philippine Consulate commenced 
issuance of import certificates to local ex- 
porters for shipping rubber wares into the 
Philippines. 


6 FAR EASTERN ECONOMIC REVIEW 


A typical “family” rubber toy industry 
was developed as from the middle of last 
‘year, Many Chinese families with know- 
ledge of producing rubber toys started 
“family-type” workshops and manufactur- 
ed many types of toys for local consump- 
tion as well as for export particularly to 
Siamn and the Philippines, This small in- 
dustry, howeve, did not enjoy much success 
and by the end of last year most workshops 
;closed” down, 


. During December, one or two big rub- 
ber footware factories received orders 
totalling one million pairs of shoes from 
the London Rubber Shoes Importers’ As- 
sociation for United Kingdom consumers. 
-These orders will keep the big factories 
busy for «ome time, while many smaller 
ones are expected to benefit since they are 
likely to obtain sub-orders from the big 
factories which secured supply contracts 
from the London Rubber Shoes Importers’ 
Association, 


Hongkong’s leading heavy industry—- 
shipbuilding—has also recorded great im- 
provement jast year during which period 
the wartime damaged docks and buildings 
were mostly rehabilitated and restored to 
operational capacity, Owing to the acute 
shortage of steel, construction of new ves- 
sels has been limited. When compared with 
prewar capacity, shipping repair work in 


1947. achieved 95 percent, but new con- 
structions in the past year were only about 
five percent of the prewar capacity. 


With the untiring efforts of government 
factory inspectors, who regularly visit in- 
dustrial establishments and give technical 
advice many factories effected better ad- 
ministrative and ‘technical systems, 


(Many factories e. g. installed dust ex- 
haust fans for the sake of workers’ health. 
Among the industries which were advised 
to install these fans were those engaged 
in producing tooth brushes, glass polish. 
paint, and those in dealing with glass blow- 
ing, maghesium, lead and meta] wares pro- 
cesses). 


Manufacturers and labour authorities are 
of the opinion that they cannot foresee any 
danger that might adversely "affect the 
Colony’s industries this year. When com- 
pared with China and other Far Eastern 
countries, Hongkong shows every promise 
for furthct improving and expanding its 
industries; the problem of high cost of la- 
bour seems to be the only serious obstacle 
to progress, Manufacturers anticipate some 
further labour demands for -increased pay 
as a result of the recent announcement by 
the government of a general increase of 
the salaries of civil servants. 


INDUSTRIAL OUTLOOK IN HONGKONG 


Hongkong is facing a brighter future 
of further industrial expansion and 
over-all improvements in 1948 than wit- 
ne:sed during last year. Increase in 
production will be brought about 
through easier access to raw materials 
and the encouragement policy adopted 
by the local authorities as well as 
through the ever deteriorating political 
and economic situation in China. 


There is hardly any possibility in 


1948 for betterment in the Chinese 
situation in any respect. This will 
again be an important contributing 


factor for more industrial establish- 
ments to pull out of China and move 
to the Colony for operation of their 
factories. 


It has been conservatively estimated 
that in 1947 approximately 50 large 
and small industrial concerns in China, 
principally from Shanghai, have either 
removed their entire plants to, or es- 
tablished branch factories in Hongkong. 
Chinese industrialists have thus shifted 
to here at least HK$50 million in 
machinery and capital from the neigh- 
bouring country where they set up fac- 
tories for continued operation. Among 
the major industries thus established 
were four cotton yarn spinning mills 
whose combined investments in Hong- 
kong totalled some HK$25 million, fur- 
thermore a perfumery and a plastics 
industry whose combined investments 
reached over HK$3 million. 


Apart from considerable numbers of 
Chinese industrialists moving into the 


Colony from China, the Colony also 
witnessed in 1947 substantial invest- 
ments in industrial undertakings by 
overseas Chinese from the United 
States, whose original plans were for 
a return to their own country after 
the: war to take part in industrial de. 
velopment. While transfer of indus- 
tries from China to here is generally 
described as capital flight, the estab- 
lishment of factories here by overseas 
Chinese may be termed capital diver- 
sion. 


Towards the end of last year an in 
creasing number of Chinese industrial- 
ists from Shanghai and Canton have 
made enquiries into the possibilities of 
starting industrial undertakings here. 
Among them were .several cotton mill 
owners and a worsted mill. As was 
reported previously in this Review two 
cotton mills with a total of 15,000 
spindles are about to commerce opera- 
tion in the near future, while plans 
are in hand for two more mills of 15,000 
and 25,000 spindles each. Plans have 
been made by other cotton mill con- 
cerns, which may bring the total to at 
least 100,000 spindles within this year. 


The new cotton spinning industry 
has received a great welcome from the 
Colony’s weaving and knitting factories 
which have hitherto depended for their 
sovree of raw material supplies on 
Japan and China. The new spinning 
mills will devote heir production 
largely to 20’s cotton yarn which js 
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the main requirement of the local weav- 
ing and knitting industries. 


The attitude shown by the local au- 
thorities has been most encouraging to 
new investors. The Department of 
Supplies, Trade & Industry has made 
great and successful efforts to obtain 
raw materials from abroad for local 
factories, while the Labour Office has. 
extended and will continue to extend 
whatever technical and other assistance 
to those who are planning to set up 
factories here. One notable concession 
made by the authorities to the man- 
agement of the new cotton spinning 
mills was to- introduce amended regula- 
tions enabling them to employ female 
workers for a few more hours after 
the 8 p.m. deadline, 


Another instance in which the labour 
authorities showed the right spirit was. 
the creation of a special area in Lai- 
chikok for a Shanghai soap factory- 
The area in question was not an “offen- 
sive trade” zone, but the management 
of this soap factory—which is an offen- 
sive industry—built its factory build- 
ings there without first consulting the 
Labour Office. After the erection of the 
buildings and installing of all neces- 
sary machinery, the management ap- 
plied for registration. Seeing that it 
would be a great financial loss to the 
factory should the regulations govern- 
ing “offensive trades” be strictly en- 
forced, the labour authorities made a 
proposal to the Urban Council which 
in turn created a new “offensive trade” 
area in that particular zone for the 
sake of this soap factory. 


Import requirements of new indus- 
tries have received from the author- 
ities every possible assistance to help 
acquire foreign exchange at official rates 
so that raw materials and other essen- 
tials could be shipped here. 


To meet the needs of further expan 
sion of new factories, the authorities 
are considering to create new factory 
areas. Majority of the mainland’s and 
Island’s prewar factory areas have been 
filled with factories and there is not 
much room left now for new factories 
in these districts, 


Should occasion arise Hongkong Gov- 
ernment are ready to grant permission 
to develop the following areas into fac- 
tory zones: The Kai Tak Airport; the 
Shek Ki Mi Village in Shamshuipo; the 
Laichikok water front and the Hung- 
hom Bay. The Kai Tak Airfield will 
definitely be reserved for factories once 
the Colony’s new airport is completed. 
A number of Shanghai industrialists 
have already made enquiries into the 
possibilities of acquiring lease rights 
of some parts of the present airfieid 
site. This area is capable of accom- 
modating a dozen of big modern fac- 
tories. The Laichikok water front and 
Hunghom Bay can be easily reclaimed 
ang developed into most desirable fac- 
tory areas. 
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Further outside the urban area is 
Tsun Wan which is about five miles 
from Shamshuipo. There are already 
a number of factories there such as 
the South China Iron Works. If neces- 
sary, Tsun Wan covld be further de- 
veloped into another factory area cap- 
able of accommodating another dozen 
of big factories. 


HONGKONG ELECTRIC 
POWER PLANTS 


CHINA LIGHT & POWER CO., LTD. 


The currenct capacity of China Light 
& Power Co. amounts to 30,000 k.w. 
after a 12,000 k.w. high pressure tur- 
bine came into operation as from end 
of July. A 20,000 k.w. high pressure 
turbine will be ready for load by April 
which should bring up the total capa- 
city of the plant to 50,000 k.w. Nego- 
tiations are underway regarding the 
purchase of a 20,000 k.w. turbine set 
which may be delivered in 1952. The 
arrival of a 200,000 lb. boiler unit is 
expected shortly, 


The Company has made successful 
experiments with oil burning with a 
view to reducing operation costs; coal 
cost on the average in 1947 $97 per 
ton (or about 200% up against pre- 
war price of $32 per ton). ~ 


As from Jan. 1, 1948 charges of the 
Company will be: Lighting 40 cents 
per unit, power 18 cents (Hongkong 
Electric Co. on Island, producing under 
different conditions, charges 37 and 14 
cents for lighting and power respec- 
tively). Bulk power consumption re- 
ceive the usual discounts. 


The current load is still somewhat 
under prewar level but about 90% of 
prewar street lighting has been re-con- 
nected this year. The very favourable 
business results of the Company dur- 
ing the year are attributable to: (a) 
The greatly increased industrial and 
lighting demand; (b) the tighten- 
ing up on .the thefts of current 
that had been rampant: since the 
liberation; a year ago the Com- 
pany was losing about 11. per 
cent. of revenue through this source; 
(c) the saving that has resulted from 
conversion of part of boiler plant to 
operate on oil fuel, and (d) the re- 
duced cost of generation resulting from 
the operation of the recently installed 
12,500 k.w. High Pressure Turbine. 


Widespread looting of equipment of 
the Company and persistent thefts of 
current have been reduced as from the 
earlier part of the year but conditions 
are stil] unsatisfactory. 


The prosperity which Hongkong 
enjoys has had its. repercussions also 
in the quick rehabilitation and the de- 
velopment of old and new industries 
in Kowloon and the New Territories 
where the China Light & Power Co. 
operates as the sole supplier of elec. 


NEW INDUSTRIES IN HONGKONG 


Almost all branches of local light in- 
dustry have enjoyed good business and 
expect to do so next year. The favour- 
able financial and trade conditions ob- 
taining in this Colony have convinced 
many investors and industrial promot- 
ers to shift with their plants from 
China to Hongkong or to start alto- 
gether new factories here. Shanghai 
industrialists and overseas Chinese, 
upon returning home, have found the 
atmosphere in Shanghai and even in 


Canton not too congenial or conducive 


to profitable and undisturbed working. 

Promoters of heavy industries in 
Hongkong are also bound to receive 
next year the necessary stimulus to 
commence operations of iron and steel 
mills,-one or more ore refineries, and 
smaller ship building yards. Through- 
out 1947 the local dockyards thave been 
working to full capacity and have 
orders on hand which should last them 
for many months’ full operation; in- 
coming new orders for repairs and con- 
structions are piling up. 


Two New Manufacturers in 
Hongkong 


It is expected that more industrial 
establishments and new industries will 
be operated in the Colony in the next 
year as there is hardly any hope léft 
that the China situation could be im- 
proved or that the Chinese Government 
may relax its multiple import, export 
and foreign exchange controls. 

As reported in our last issue (page 
692) these two new industries concern 
the operation of two factories manu- 
facturing plastic articles and resistance 
parts (condensers) for fluorescent tubes. 
The latter will particularly help the 
Colony to earn American dollars. 


tric current. The following figures in- 
dicate the progress of industria] deve- 
lopment during one year in these parts 
of the Colony:—483 factories were 
connected to the Company’s mains, 
amongst which are 10 electric bulb fac- 
tories, 10 button factories, 12 dyeing 
factories, 12 electro-plating factories, 
50 engineering factories, 18 flour mills, 
14 glass factories, 18 iron foundries, 
110 knitting factories, 13 metal ware 
factories, 16 printing factories, 20 rice 
mills; 21 rubber factories, 7 shipyards, 
45 timberyards, 40 weaving factories, 
and 10 .woodwork factories. Finally 
four new cotton spinning factories are 
in course of erection. 


The expected advance in the indus- 
trialisation of the Colony necessitates 
further expansion of the Company’s 
load; while during 1947 the load re- 
mained under prewar figures there is 
no doubt that 1948 will witness a con- 
siderable additional demand by especial- 
ly Kowloon’s new industries on the 
capacity of the Power firm. 


(In our issues of Oct. 15 and Nov. 
12 the position of local power plants 
Was reviewed). 


Condensers For Fluorescent Tubes 


The Volta Electric Manufacturing 
Company is to be set up in Castle Peak 
Road, by four overseas Chinese en- 
gineers from the United States, who 
graduated from Michigan University 
and Stephen’s Engineering Institute. 
Before they returned to China, six 
months ago, they observed that Ameri- 
ean manufacturers made annually 
US$15 million worth of condensers for 
fluorescent tubes. . The production costs. 
in America for these particular con-. 
densers are 35 percent on materials and 
65 percent on labour. They investigat- 
ed into the Colony’s conditions and 
found that local semi-skilled labour is 
very much cheaper than American 
labour, and local demand for such con- 
densers is great and expanding. : 

Necessary machinery from America 
was ordered and has already been de- 
livered; the new firm then rented a 
factory building (7 houses) in Castle 
Peak Road on a five-year contract. 
During the subsequent experimental 
period the returned student engineers 
produced condensers of high resistance. 
When the samples were later sent to 
United States electric engineering 
Jaboratories the high quality of locally 
produced condensers was confirmed. 
The management here claim that their 
condensers can stand up to 2,500 Watts. 
American manufacturers produce con- 
densers of 2,500 Watts resistance but 
production cost abroad is higher than 
here on account of higher American 
wages. Apparently interested in the 
Hongkong factory’s samples an Ameri- 
can fluorescent tubes manufacturer: 
signified his willingness to book all the 
condensers the factory can produce- 
later. 

The factory is expected to manufac- 
ture two kinds of condensers—the- 
smaller one capable of standing 2,500 
Watts will be set aside for export to 
the United States and the bigger one 
(power factor condenser) of 750 Watts 
resistance will be set aside for local 
consumption. 

Hongkong Government welcomes any 
increase in exports of local products: 
and naturally the new business. The: 
two local electric power companies find 
the manufacture of power factor con- 
densers useful as they will save elec- 
tric current when the general public 
may still more use fluorescent tubes by 
installing locally made condensers. 

Fluorescent tubes without being 
equipped with power factor condensers 
will increase the heat of cables and 
wires which causes electric companies 
usually a loss or results in wastage 
of 10 percent of current. Both elec- 
tric companies demand that all fluores- 
cent tubes be equipped with power 
factor condensers. Due to the general 
shortage of these condensers, both com- 
panies have not yet been able to enforce 
these requests. It is expected that 
both electric companies will require 
that all fludrescent tubes be equipped 
with power factor condensers after 
September 1948, as by that time the 
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new factory will be able to put out 
enough condensers for local consump- 
tion. Fluorescent tubes without being 
equipped with power factor condensers 
after the end of next year may be 
disconnected. 

The daily production capacity of the 
company is set at 20,000 smaller con- 
ddensers and 500 power factor conden- 
sers: the former will be exported to 
the United States to fluorescent tubes 
manufacturers and .the latter reserved 
for local consumption. By the end of 
September 1948, the factory’s tota] pro- 
duction of power factor condensers is 
anticipated to reach 150,000 -which 
should be ample for local consumption. 

After supplying power factor con- 
densers to the local market, the fac- 
tory hopes to open up markets for their 
products in the South Seas and China. 
The present market price for American 
made power factor condenser is around 
$160, but the factory expects to sell 
here for $6 retail. 

The raw materials for making the 
eondensers (aluminum and _ copper 
wire) will be imported from the Unit- 
ed States. As Hongkong Government 
expects the factory to help earn for- 
eign exchange through the export of 
its smaller condensers, the authorities 
have consented to allocate sufficient 
U.S.$ to cover import requirements. 

The factory is capitalised at $1,000, 
000 and will employ 50 female and 59 
male workers at full operation which 
is scheduled to commence in January. 


Plastics Industry 


The other new industry will be 
operated by the China Plastics Com- 
pany on its recently purchased site in 
Tam Kung Road, Kowloon City. Fin- 
anced by the China Industrial Com- 
pany, Ltd., Shanghai, which operates 
a number of industrial establishments 
in the Northern port, the factory will 
eoencentrate on washing basins for the 
moment. 

It is the same old story with this 
new factory as with many others. 
They are forced out of China by the 
Government’s mushrooming foreign ex- 
change and import restrictions. Ag the 
Lhinese Government has set the limit 
for imports of plastic powder into 
Shanghai at a few thousand pounds 
a month only, the China Plasties Com- 
pany in that port found it impossible 
to carry on business and decided to 
establish a branch factory in the Colony 
where there is ng control on importa- 
tion of plastic powder. 

On the factory’s site, measuring 5.000 
square feet, a one-storey factory build- 
ing is being constructed which will 
cost some — $70,000 upon completion. 
The authorised capital of the factory 
is $500,000 and ‘its machinery—Inject- 
ing Molding Machines—will be brought 
here from the United States. 

The factory has set its production 
capacity at,800 basins daily, each 
weighing one pound, and to sell at 
about $5 each retail. The cost of 
American plastic powder is between 25 
and 45 U.S, cents per pound. The 
finished products of the factory is ex- 


pected to stand heat at 200 degrees F. 

This new industry will employ a 
small number of workers to look after 
its production. On an eight-hour work- 
ing basis daily, the factory’s machines 
will have to consume some 10,000 gal- 
lons of water for making 800 basins. 

Later the factory anticipates to pro- 
duce plastic goods of a great variety 
both for loeal consumption and exports 
to China and the South Seas. The 
factory will start operation towards 
the end of January when the 30,000 
pounds of plastic powder from the 
United States have been unloaded here. 


A. S. WATSON & 
CO., LTD. 


In addition to its fully rehabilitated 
acrated water plant at North Point the 
Company is going to erect a modern plant 
of similar scope in Kowloon where land 
has already been purchased and prepara- 
tions are made for an early start of work. 
Watson & Co, are the leading manufac- 
turers of aerated water in Hongkong and 
China besides operating a trading firm, 
and a dispensary, and manufacturing 
pharmaceuticals. During 1947 much new 
equipment has been installed in the factory 
of the company which, however, has not 
been able to cope with the increasing 
demand by the loca] and ouiport popula- 
tion for aerated waters and soft drinks. 
The public's requirements for soft drinks 
have urged the speedy expansion of the 
company’s manufacturing ability. New fully 
automatic high-speed equipmént has there- 
fore been purchased and will soon con- 
tribute to a higher output of Watson’s 
aerated waters both for local consumption 
and for export, 


_ The new Kowloon plant should help re- 
lieve the high pressure experienced during 
the long hot season. New capital is to be 
invested into the building of this plant and 
for further modernisation of the old plant 
involying about $ 3 million. The company 
has decided to issue new sharés to cover 
the new investments (see our issue of Dec. 
24). The profits made by the company dur- 
ing 1946 and 1947 were $1.4 and 1% mil- 
lion respectively while the whole paid np 
capital amounts to only $ 1% million. 


New Spray Process 


The spraying of wood or cardboard 
with a metal surface is an accepted 
process and used in industry the world 
ever. A British firm has now adapted 


the spray process to provide a textile 
finish. 


The process makes its possible to 
spray any surface with material having 
the appearance of suede and being both 
fadeless and creaseless. The work is 
completed in a few seconds. One “car- 
tridge” suffices to to spray a surface 
of 60 square feet with material. 


Three types of finish and 16 different 
shades are so far available. The time 
will soon be coming when a card table 
or the interior of a car may be sprayed 
with the convering required. 


January 7 
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Necessity for Improvements 
of Working Conditions in 
Industries. 


Statistics show the number of working 
days lost every year and the loss in out- 
put caused by industrial accidents. This 
is a matter of interest to the economist, 
the sociologist, the politician and to the 
industrial medical officer, whose respon- 
sibility it is to treat and cure the injured. 
The most interesting factor, however, 
would be to determine how far industrial 
accidents and industrial strain, causing loss 
in output, could be prevented. 


One of the greatest evils of highly 
specialised work is its sub-division into a 
number of processes, causing workers to 
become “one-position one-moyement men”. 
Were engineers, who design a machine, to 
realise the necessity of physical relief to 
the workers, they would incorporate alter- 
native movements into their designs. 
Every carpenter, for example, appreciates 
this. Were he to operate a plane forwards 
only, he would soon tire. If he operates 
the plane backwards and forwards alterna- 
tively with the right and left hand, he 
reduces the’ strain. This is also applicable 
to machines incorporating hand-grips and 
foot-rests, whereby industrial strain may be 
prevented or reduced. 


This is not only applicable to the 
machines, but also often to the articles made 
on them. The driver of a car who haz 
to crane his neck forward to see over the 
bonnet, will soon complain of lumbago. 
But if the seat, foot pedals and other con- 
trols are designed correctly, he will never 
become subject to rheumatism on_ these 
grounds, 


As 85 percent ,of mankind are of aver- 
age height and weight, machines must be 
designed to suit this average. But the 
gther 15 percent require certain modifica- 
tions. The machines can best be construct- 
ed after anatomical and physiological laws 
have been taken into consideration. 


A clear picture as to the cause of acci- 
dents or strain sometimes may be obtained 
only by slow motion films, because the 
human eye is incapable of following the 
rapid movements involved. For example, 
at one quarry, eye injuries were trequent 
from: particles which flew off the workers’ 
hammers. At another quarry, however, far 
fewer accidents occurred because “more 
flexible’ hammers were used with longer 
shafts and lighter heads, and the men 
swung their hammers in a different man- 
ner. After having determined the trajec- 
tory of the particles’ and the mode of swing- 
ing the hammer, the number of accidents 
was reduced. But this was not until the 
impact of the hammer, as well as the swing 
of the back, and shoulders and arms as 
the blow is struck, had been filmed. 


Another type of industrial disorder is 
the shovellers disease; this attacks work- 
ers who use long shovels for shovelling 
clay, soil, coal or similar substances on to 
lorries or trucks above head level. This 
often causes the spines of the lower cer- 
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TRANSPORTATION 
DIFFICULTIES iN 
CANTON 


Canton which became a “Special 
Municipality” on July 1, 1947, and which 
has a population estimated at 1,200,000, 
continues greatly in need of good public 
transportation facilities, although the situa- 
tion has slightly improved in recen 
months. 


The South China Bus Co., under a city 
franchise, maintains 15 bus routes in Can- 


ton, operating 270 busses daily. These 
busses are owned by five groups covering 
three routes each. The groups rotate, 
changing routes semi-monthly. 

Each bus pays the Municipal Govern- 
ment CN$2,800,000 monthly as a_ special 


operating permit, and CN$300,000 per 
month is paid to the South China Bus Co. 
as an administration fee, Bus fares are 
uniform for all routes, (There is much 
“squeeze” counected with the operation of 
the busses in Canton). 


The Municipal Public Works Bureau has 
jurisdiction over public transportatio:. 
Complete arrangements have been made by 
them for a franchise in favor of the Can- 
ton Bus Co, to operate the city’s bus ser- 


—$—S—$—$————————— 


vical and upper thoracic vertebrae to break 
in two. Formerly the shovellers’ disease 
was regarded as a form of rheumatism, 
now the shovels are of different dimensions, 
the workers have betn trained to handic 
them in a different manner and this form 
of “rheumatism” no Jonger occurs, 


The circumstances of prolapsed inter- 
vertebral discs are similar. Between every 
two vertebrae there is a disc which pro- 
Japses when subjected to excessive strain 
and presses on the underlying nerve. The 
excruciating pain was formerly treated as 
sciatica; now its cause is known, but the 
best treatment is to prevent prolapsed inter- 
vertebral discs. This is possible, for in- 
stance, with furnace workers, in that the 
fuel dump floors, from which the coal has 
to be shovelled into the furnaces, are situat- 
ed if possible at a convenient height to 
the furnace door, so that bending is avoid- 
ed. It is also vital that the furnace wo-k- 
er does not become heated in front by the 
fire and chilled behind by the draught of 
air. Air intake from the side, as well as 
the possibility of changing sodden clothes 
whenever necessary, and of enjoying a 
shower bath at the end of a day’s work 
would reduce chilling thus caused. 


Strain is also caused by noise, vibra- 
tion, bad ventilation and inadequate heat- 
ing. By incorporating certain processes 10 
the construction of the workshops, vibra- 
tions and noise can be diminished. Every 
factory should also have a suitable tem- 
perature; sedentary workers obviously need 
a higher temperature than those who are 
constantly on the move. The changing of 
the air is equally important and bad ven- 
tilation causes reduction in output. 


vice beginning June 1, 1948, and to ex- 
tend for a period of 12 years. The signing 
of a contract is said to be a matter of time, 
depending on when 200 American busses 
can be procured, A representative of the 


company left for the United States to 
negotiate the purchase of these vehicles. 
The present intetiion is to purchase 


busses fully equipped, but the Canton city 
authorities wish that the bus bodies could 
and should be manufactured locally at a 
cost less than one-half of that required for 
purchase in and transportation from the 
United States. However, in most cases it 
is cheaper to import than to manufaciure 
in China, 


Most of the 300 taxicabs operating in 
Canton at present are badly in need of 
repair and constitute a menace (o public 
safety. These vehicles are not equipped 
with meters and there is no_ stipulated 
charge for service. A mutually satisfactory 
price is arranged between ‘he patron and 
driver before a trip begins. However, much 
argument and often vio'ence ensues in such 
bargainings. 


There are 4,750 licensed pedi-cabs and 
5,000 rickshas in operation. Most of these 
are old and dilapidated, The declared in- 
tention of eliminating rickshas beer 
postponed indefinitely. 


has 


THE COAL POSITION 
IN CHINA 


With the approach of winter, the 
problem of coal shortage has become 
acute, more so in Niorth China where 
majority of the population has to dis- 
pose with heating facilities under 
freezing weather. ‘This great shortage 
icf coal, arising from reduction in coal 
production, especially in Manchuria 
and North China, affects also other 
parts of China, particularly Central 
China—a deficit coal-producing area 
drawing largely upon Manchurian and 
North China coal for industrial, trans- 
pertation, public utility and household 
needs. In Shanghai, for instance, the 
cotton textile industry, the largest con- 
sumer goods indu:try in China, has 
to suspend or reduce operation inter- 


mittently, owing to ccal and power 
shortage. Several times the power 
companies in Shanghai are compelled 


to restrict power consvmption for in- 
dustrial and househcld needs. 


Under such conditions, prices for 
coal have necessarily soared by leaps 
and bounds. Thus, according to the 
Shanghai wholesale commodity price 
index. the grcvn index for fuel dur- 
ing October this year has risen to 
137,001 times over the prewar (1936) 
level, as compared with 94,813 for the 


general index covering all groups. 
Again, taking the index for June of 
this year as the base equal to one, 


while the general index has risen by 
2.6 times in October, the group index 


for fuel has risen by 3.7 ‘times dur- 
ing the same period. 


Among the different items in the 
fuel group, the prices for bituminous 
and authracite coal have shown an 
even higher rate of increase. Between 
the first week of June and the last 
week of Octcber, in a period of five 
months, the price per metric ton of 
bituminous coal has risen from CN$1.1 
to CN$4.2 million, that is, by 3.8 times, 
while the price per metric ton of an- 
thracite coal during the same period 
has risen from CN$1.8 to CN$8.2 
million, that is, by 4.6 times. 


China including Manchuria and For- 
mosa was self-sufficient in coal, and 
had an export surplus varying from 
2.9 to 7.7 million metric tons, large- 
ly from Manchuria and Formosa to 
Japan, during five prewar years 1933- 
37. During the period of war (1937- 
45), coal production shot up to new 
record high of 72 million metric tons 
(in 1943), owing to reckless mining 
in Occupied China and Manchuria 
under Japanese control. A, drastic de- 
cline to 15 million metric tons was 
shown in 1946, which is accounted for 
by a combination of factors. During 
the closing years of war, Allied bomb- 
ing of coal mines in Mlanchuria and 
North China had inflicted some losses. 
The Soviets removed a large part of 
mining equipment from Manchuria, 
where further destruction occurred 
during the civil war. The resumption 
of civil war following April 1946 in- 
filcted further losses on coal produc- 
tion. In certain cases where produc- 
tlon is available, lack of transport 
makes it unavailable for needed con- 
sumption elsewhere, As a result of 
all these, production declined to the 
record low of 15 million metric tons 
in 1946, the first prewar year, although 
during the first half of 1947 some in- 
cr€ase was witnessed. The estimated 
production of 17.2 million metric tons 
for the current year, however, still 
falls far below the estimated require- 


ment for consumption of 23 million 
metric tons. 


Becauze of the changes in coal pro- 
duction during prewar, war and post- 


wai years, there has been a corres- 
ponding change in consumption. In the 
postwar years, export and residual 


needs which occupied 18.1 percent of 
total consumption in 1937 and 13.2 
percent in 1943, could no longer be 
taken care of in the postwar vears. 
As compared with 1937, military needs 
appeared as a new item in 1948, 1946 
and first half of 1947. Other items, 
especially railroads and mining, had in- 
creased in relative importance during 
war and postwar years, although they 
had te sustain drastic cuts in postwar 
vears owing to spectacvlar fall in pro- 
duction. On the other hand. both house- 
hold needs and reacuirement of power 
for small industries had to sustain large 
reductions 
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Commercial Market Reports 


Hongkong Trade with Japan and Korea 


Trade with Japan is conducted by 
loval merchants through the Hongkong 
Government’s two-way account opened 
with SCAP. The Hongkong Govern- 
ment’s Department of Supplies, Trade 
and Industry has been keeping a two- 
way account which is to balance as 
nearly as possible, balances being in 
theory settled once every six months. 


As a result of this payment clearance 
system the individual allocation to be 
granted from the total amount to each 
merchant firm here for importing 
Japanese goods has to depend upon the 
government’s receipts from local expor- 
ters’ bills. The sum varies every month. 
Six weeks ago the government made 
available US$100,000 to each local firm 
registered at S.T. & I. as importing 


Japanese products but this amount had 
to be reduced to US$25,000 last month 
and was recently again scaled down to 
US$10,000. Government may be able to 
allocate again US$25,000 to each firm 
as from January. 


European and Chinese merchants who 
have established business offices in the 
Colony are entitled to trade with Japan. 
The Dept, of S.T. & I. does not directly 
trade with Japan but controls private 
merchants’ exports to-and imports from 
Japan by issuing import-export permits, 
settling their accoynts and clearing 
SCAIP and Japan Trade Board formali- 
ties for local merchants. For these ser- 
vices, the Department of S.T. & I. 
usually charges a service fee of 1% 
percent. 


ES LLL EL 2 YP I EE PE ED LE 


Coal consumption in China classified by uses 


(in 1,000 metri¢ tons) 


(in percentages) 


Jan.-J une Jan.-June 
1937 1943 1946 1947 1937 1943 1946 1947 
Railroads ..... 38,700 12,000 3,000 2,170 10.0 16.7 20.6 24.1 
Mining & smelt- 
hice Spacgedee 3,200 12,000 1,000 920 S7 1607 6.9 10.2 
Household & 
“small indus- vA 
hry Ch apie ORR 12,800 15,000 4,100 2,010 $4.6 20.8 28.2 22.3 
Large manufac- 
turing indus- 
trig ....se .. 7,000 10,000 38,480 1,760 189 189 23.6 19.5 
Electric power . 1,600 4,500 2,100 1,200 4.8 6.2 14.5 13.8 
Military ....... — 6,000 500 560 _ 8.3 8.4 6.3 
Bunking ..... .. 2,000 38,000 400 390 5.4 4.2 2.8 4.3 
Residual ...... 2,613 8,600 — — teal 5.0 _ es 
Export ......-. 4,000 5,900 _— _ 11.0 8.2 — _ 
Total . 86,9138 72,000 14,580 9.010 100.0° 100.0 100.0 100.0 
Geographical distribution of coal production in China 
(in 1,000 metric tons) (in percentages) 
1947 1937 1943 1946 1947 
1937 1943 1946 Jan.-June Jan.-June 
China Proper . 22,520 39,000 11,151 5,744 
North $2.52... 15,608 26,000 6,751 3,930 42.3 86.0 45.0 46.0 
Southwest and ; 
Northwest 3,512 7,000 1,850 651 9.5 Oa A238 7.5 
Cen & South 3,400 6,000 2,550 1,163 9.2 8.3 17.0 13.5 
Manchuria 14,393 338,000 2,859 2,333 39.0 46.0 19.0 27.2 
Formosa ...... o — 1,000 500 — = 6.7 5.8 
Total . 86,913 72,000 15,010 8,577 100.0 100.0 100.0 100.0 
Coal Production and Consumption 
in China, 1932-1947 
(In million metric tons) 
‘Produc- Consump- 
ae tion 
1OSSieie ud. “GReen 9.9 27.0 LOSTs As an Se 3 
SOGAeeIL Re ano enBAS OG ieh1OLS nitrviti cinched 720 oe 
LOSb ie hesck heen OOS BA6 nw SEO4Gd OX cl inc 145 
10808 oie cv heen SAE 33.7 1947 Jan-June .. 8.6 9.0 


Local importers, afler receiving offers 
from Japanese merchants or their own 
agents in Japan, have to submit appli- 
cations to S.T. & I. with details concern- 
ing the name, quantity and value of the 
goods intended to be imported into the 
Colony from Japan. If approved, S.T. 
& I. will issue import permits to the 
applicant firms for each individual deal; 
importers have then to pay 25 percent 
of the value of goods as a deposit to 
the government’s Treasury Department. 


Following the receipt of S.T. & I. 
import permit, importers have to inform 
the. Japanese merchants or their own 
agents to contact the Hongkong Gov- 
ernment’s trade representative in Japan. 
who will help clear SCAP and Japan 
Trade Board formalities so that Japa- 
nese goods can be shipped to Hongkong. 


Upon arrival in the Colony of the 
evoods, local merchants have to nay the 
balance (75%) to the Treasury Devart- 
ment. As to the quality and specifica- 
tions of the imported goods, local mer- 
chants cannot require Department of 
S.T. & I. to bear any responsibility. 


Pavments made to the T'reasurv De- 
vartment bv local merchants are alway< 
in Hongkong dollars based on the 
official exchange rate between HK and 
US dollars. Although the United 
Kinedom and several Dominions and the 
British Empire have concluded an agree. 
ment with SCAP for payment in sterling 
regarding exports from Japan, Hone- 
kone was not ineluded and continues 
payine US$ for Japanese imports. 


Exports from Hongkong to Japan are 
actively encouraged as the volume of 
such shipments decides the amount of 
imports from Japan. All Hongkong 
exporters are required to sell to Dept. 
S.T. & I. their export bills which is 
the condition for the issue of an export 
licence. Exporters receive payment 
from the Treasury in HK$ while S.T. 
& J. acquires, for the benefit of local 
importers, the requisite credit balances 
in Tokyo. The problem for expansion 
of Honekong-Janan trade centres around 
the Colony’s ability to secure produce 
and raw materials in the Far East and 
elsewhere for eventual re-export to 
Japan; the little which Hongkong can 
supply directly (like clay from the New 
Territories or some manufactured goods 
and foodstuffs from local factories or 
accumulated and not easily saleable 
stocks) is of no importance whatsoever 
for future Hongkong-Japan trade pro- 
motion. One may, however, rely on 
the resourcefulness of local traders to 
get the goods for Japan and thus to 
obtain ,;commensurate benefits from 
imnortine commodities from Japan 
which, with the exception of a few items 
(especially cotton yarn), will be re- 
exported thus increasing the CQolony’s 
entrepot business. : 
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Trade with Korea 

Trade with Southern Korea remains 
on a barter basis as before since 
the American military authorities 
(USAMGIK) in Seoul have still not 
appointed local banks as correspondents 
for the S. Korean Foreign Exchange 
Bank. S. T. & I. issues export permits 
to local merchants who ship their cargo 
to S. Korea where it is up to them to 
obtain adequate quantities of Korean 
produce which they bring back to the 
Colony where they are then disposed. 


As long as barter trade practices have 
to be resorted to, a procedure which 
many established firms dislike, no palp- 
able improvement in Hongkong-Korea 
trade can be anticipated. The delay in 
regularising business between the 
American-controlled sector of Korea and 
the rest of the world, save the U.S. 
traders who can settle accounts in US$ 
and Korean yen through the services of 
the American managed S. Korean 
Foreign Exchange Bank Ltd., has 
also contributed to the delay in 
econortic rehabilitation of S. Korea; 
only by opening §S. Korea to world 
trade. and encouraging business with 
between this liberated country and all 
other countries can some form of pros- 
perity be expected to materialise for the 
Korean people. 


The return to 20th century trading 
conditions and the suspension of the 
ancient form of bartering should be 
effected now without further argument. 
Hongkong, then, should participate to a 
considerable extent in the promotion of 
international business with Southern 
Korea. 


Hongkong Export Control 
cn Commodities of Chinese 
Origin 


Hongkong Government: were request- 
ed by the Chinese Government to help 
safe-guarding the exchange proceeds 
of China’s chief exportable commodities, 
and after long and secret negotiations 

Hiongkong Govt. agreed to co-operate 
with Nanking by insisting that exports 
of specified Chinese products from 
Hongkong shall be permitted only on 
production of a Certificate of Origin 
issued by the Chinese Authorities, 


The commodities subject to this Con- 
trol will be: Wolfram, Antimony, Wood 
Oil, Rapeseed Oil, Tin, Tea, Bristles 
and Cotton Yarn. 


Applications for licences to export 
from Hongkong the above designated 
China exports must be submitted in 
duplicate on Export Licence 2B (yellow) 
to the Imports and Exports Depart- 
ment, and they must be accompanied 
by a Certificate of Origin issued by 
the Chinese Authorities. (Where such 
products are not of Chinese origin this 
Certificate will not, of course, be re- 
quired.) 


There are stocks of. these commodities 
in Hongkong for which no Certificate 
of Origin is obtainable. Holders of 
such stocks must register them with 
the Imports and Exports Department 
before January 8, 1948, on a Speciai 
I.E. form. Each Registered Holder of 
these stocks will receive a number 
which should be quoted on the applica- 
tion for Export Licences and his Re- 
gistered Stocks will be debited accord- 
ingly. 

All exports other than those register- 
ed or originating in Countries other 


than China. must be supported by a 
Chinese Certificate of Origin. 


Hongkong Government 
Sponsored Trade 


Through the Department of Supplies, 
Trade & Industry, the Hongkong Govera- 
ment is still conducting government-spon- 
sored trade with Australia, Mauritius, Fiji, 
Japan, India, China, South Africa, Indo- 
China, Siam, Burma and Egypt. 


The Hongkong Government purchases 
flour, meat and butter from Australia; 
sugar from Mauritius and Fiji islands; coa] 
from Japan, India, the Union of South 
Africa and Indo-China; cotton yarn from 
Japan and China; and rice from Siam. 
Burma and Egypt. 


With the exception of Japanese goods 
and butter, coal and cotton yarn, these daily 
necessities are purchased by the Hongkong 
Government from the British Government. 
Butter and some\ of the coal are purchased 
by the Jocal government through Hongkong 
merchant houses. 


Surtax of 50% on 
Imports into China 


The Chinese Govt. has introduced as 
from 1948 a 50% import surtax as 
follows :— 


With the exception of Raw Cotton, 
Rice, Wheat, Wheat flour, Coal and 
Coke, for which foreign exchange is 
provided at official rate by Central Bank 
ot China, and kerosene oil, gasolene 
and fuel oil, for which duty rates have 
already been increased, all goods liabie 
to import duty are to pay 50% Tem- 
porary Surtax, 


Temporary Surtax is leviable accord- 
ing to the procedure governing the levy 
of Revenue Surtax at the rate of 45% 
on duty. These two Surtaxes will 
make up a total of 50% on duty to 
be collected together with import duty. 


The period for the collection of Tem- 
porary Surtax is temporarily fixed at 
6 months.from list January 1948 to 
30th June 1948. Goods Hable to Tem- 
porary Surtax are invariably to pay 
such Surtax if applied for importa- 
tion on and after lst January, 1948, 


i 
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Change in Hongkong Export 
Control Regulations. 


Institution of an Open Export Licence 
(for exports to & area and China)— 

Special Export Licences required for al! 
exports to other countries— 

Export commodities on a “Restricted 
List? which varies. 


During 1947 only few restrictions on the 
export of goods were enforced here (see 
our issue of Dec, 24, page 726). This 
system .has been changed as from Jan, 2, 
as it has become obvious that goods pro- 
duced within the Sterling Area have been 
exported to Hard Currency Areas without 
surrendering the exchange earnings aris- 
ing from. such transactions to the Sterling 
Area Pool. 


Government has now introduced a sys- 
tem of licensing by means of Special 
Licences on exports, except those to the 
Sterling Area and China. All exports, other 
than thase for the Sterling Avea and 
China, must be supported by a_ Special 
Licence issued by the Imports and Exports 
Department. 


Licences are issued as a matter of form 
with the exception of those goods, the ex- 
port of which will operate in a manner 
detrimental to the earning capacity of the 
Sterling Area in Hard Currency Areas. 


For the time being, the following com- 
modities are on the “restricted list”, i.e. an 
Export Licence will only be given if ex- 
porters agree to surrender the toreign ex 
change proceeds of such exports or a pro- 
portion as decided upon by the Financial 
Secretary :— 


Wood Oil; Raw Rubber: Silver: Jin: 
Pepper; Desiccated Cocoanut; Diamonds, 


* The “Restricted List” replaces the 
previous “Controlled Exports”; while in 
1947 only wood oil, tin, rubber and pepper 
were “controlled”, the new regulations 
add; silver, diamonds and desiccated 
cocoanut, 


Exporters of commodities on the “Res- 
tricted List” will have to surrender to the 
authorised exchange association banks 
25% of their export bills. That has been 
the procedure already in the past with res- 
pect to the four commodities; however, ex- 
porters shipping silver to the U.S. also sur- 
rendered 25% of their US$ proceeds to the 
local Exchange Control although this pre- 
cious metal was not listed as a “controlled 
export..” 


As regards diamonds there was until 
now no necessity to record them when im- 
porting (from South Africa, the Nether 
lands, China etc.) and exports were also 
not recorded by the I, & E. Dept.; how- 
ever, the local U.S. Consulate General 
keeps records of diamond shipments to thr 
U.S. (for the first 6 months of 1947 dia- 
mond exports from here to the U.S. valued, 
according to American statistics, abou 
US$ 500,000). 
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HONG KONG EXPORT REGULATIONS 


The new Regulations governing exports out of Hongkong will, 
no doubt, appear to be somewhat complicated to local business men 
owing to the various classes of exports. The reasons for the 
introduction of these Regulations have been explained in press 
releases, but an attempt is made below to set out the various 
types of exports and the methods of cbtaining licences. 


There are five classes of exports:— 


(1) PROHIBITED EXPORTS: i. those exports which cannot 
normally be exported anywhere except by virtue of a licence issued 
by the DS.TJ. 


Procedure: application to the D.S.T.[. on Form 2 (white) 
in triplicate. Licence to accompany the goods to the ship and 
be surrendered to the Miaster on board. 


Prohibited exports are:— 


Butter; Flour; Rice; Sugar; Bottles—all kinds, whole or 
broken, empty or filled; Cotton yarn of all kinds; Tin- 
plates; Motor Cars and Trucks, Motor accessories and spare 
parts; Baths, all kinds; water closets—all kinds; Galvanised 
iron pipes; Mild steel bars—all dimensions; Mild steel 
angles; Mild steel chaanels; Mild steel tees; Mild steel 
joists; Mild steel window sections; Tin slabs and Ingot; 
Cotton Threads of all description; Peanut Cakes, in solid 
or powdered form; Basins, toilet and all bathroom acces- 
sories; Peanut Oil; Sweetened Condensed Milk; Cement; 
Gold Bullion and Coin Silver Bullion and Coin; Preserved 
Ginger (in casks); Toilet and Medicinal Soap; Gunny Bags; 
Lambskins (Karakuls); Rabbit Skins and Margarine. 


s ™ s 


(2) EXPORTS TO THE STERLING AREA: The Sterling 
Area consists of the British Empire, including Miandated Terri- 
tories (except Canada and Newfoundland), Transjordan, Iraq, Ice- 
land, Faroe Islands and China. 


Exports to the Steriing Area of all commodities other than 
those called “China Exports” (see below) do not require an export 


licence, 


* 


(3) GENERAL EXPORTS TO NON-STERLING AREAS: 
All exports to non-Sterling Areas are required to be supported 
by an Export Licence. The licences will usually be granted as 
a matter of form, except in the case ot “restricted exports” and 
“China Exports’, for which see below. 


Procedure: application to the Imports & Exports Department 
on Form 2B (yellow) in duplicate, 2nd floor Fire Brigade Building. 


SSS wh 


The list mav be varied from time to 
time by the Financial Secretary (Fxchange 
Control), * 

Applications for Export Licences arr 
made on the new form 2B—(yellow) in 
duplicate, to the Licensing Department ‘na 
the General Office of the Imports and Ex- 
ports Department. Licences will be ready 
24 hours after presentation, but in urgent 
cases licences will be issued immediately. 


In the case of items on the “restricted 
list” application are made on form 2A— 
(green), in triplicate. One copy of the Ex- 
port Licence will be returned to the ap- 
plicant and must be surrendered to the 
Master of che Ship or his Agent when the 
goods are shipped. The Shipping Agent is 
required -to collect this Licence, note the 
Number of it on the manifest and return 
it with the copy of the manifest to th 


Imports and Exports Department or, in the 
case of cargo proceeding to a Chinese 
Port, to the Harbour Department. 


When cargo is short-shipped or shut out 
and transferred to another ship the Licence 
must be returned to the Imports and Ex- 
ports Department for amendment. Teas 
neither necessary nor desirable that a 
Special Licence should be taken out in res- 
pect of each consignment exported on the 
same ship. It would be an economy in 
time and paper if a number of consign- 
ments shipped on the same ship could be 
included by the exporter on one licence 
form, Those commodities, however, which 
are exported subject to exchange restric- 
tions must be supported by a_ separate 
licence in respect of each consignment, 

Where a Special Export Licence has 
been issued in respect of any export it is 
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not necessary for the exporter to file with 
the Imports and Exports Department an 
Export Declaration in addition, since the 
Export Licence serves as an Export De- 
claration. 


The general effect of the above pro- 
cedure, therefore, is that the Exporter sub- 
mits his Export Declaration before instead 
of after the departure of the Ship. 

Prohibited Exports and exports to Japan 
and Korea are subject to the Special Re- 
gulations governing such exports and are 
not affected by the above procedure. 


Exports .to the Sterling Area and China 
require no Special Licence but the Export 
Declaration in respect of such exports 
must be filed with the Imports and Exports 
Department according to the present pro- 
cedure, 


Produce Markets 


Chinese metals and minerals business 
continues *dull with small arrivals. Prices 
per picul last week: 65% wolfram ‘ore $370: 
Antimony $155; Yunnan tin $435. 


New York metal market prices on Jan. 
$: in US$, per pound, fob US ports: 
Antimony, 9914%, in bulk of carload lots, 
0.33; Tin 99.8% grade A O. 94; Tungsten 
powdered, 98/99%, 3.05; Chinese wolfram 
ore, duty paid, per short ton unit. ore 
containing tungsten trioxide, 0.29 to 0.31. 
Beryllium, 10/12%, sold in New York at 
US$ 16 to 18 per ton. Molybdenum 90%, 
sold US$ 0.45 per pound. 


Hongkong vegetable and essential oil 
markets sold last week, ex dealer's godown, 
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per picul: Anis seed oil $ 510; Cassia oil 
$ 1,100; Tung (wood) oil from $ 140 <o 
147 (excluding drums); Sesame seed oil 
$255; Peanut oil $ 160—165; Rape seed oil 
$ 100 to 118: Tea seed oil $ 130; Malayan 
and Siamese cocoanut oil $ 122. Canton 
quoted tung oil $ 98 to 110 (around CN$ 
2.9 million per picul). 


The New York produce market quoted 
on January 5, per pound, fob US port, in 
US$:—Aniseed oil 0.95 to 1.15, Cassia oil 
2.50 to 3.35; Tung oil, in tank cars, 0.26% 
to 0.27. 


Agar Agar, from Korea, Japan and 
China sold in New York at US$ 3.95 to 
4.65 per pound, 


Bristles in New York, per’ lb, fob New 
York, in US$: Hankow regular assortment 


2.80; _ Chungking 1.95; Shanghai 1.80; 
Tientsin short 55’s and regular $5’s_ res- 
pectively 4.20 and 6.30. 

Chinese Gallnuts from Luchow sold io 


Hongkong around $ 80, and imported gall- 
nuts from Korea around $ 50 per picul. 


RICE PRODUCTION IN 1947/1948 


World. rice crop during the year August 
1947 to July 1948 will be about 7 Cillion 
bushels, which is a gain of about 1,500,000,- 
000 bushels over the previous year’s crop. 
The majority of the increase is to come 
from countries in Asia which are now re- 
covering to some extent from war devasta- 
tion. Production, however, is still abou: 
350,000.000 below the pre-war average. 

Burma shows the -greatest increase yin 
acreage over the last crop year with about 
900,000 acres more for the current crop. 
Burmese production is expected to reach 
240,000,000 bushels compared with 193,000,- 
000 last year. India’s acreage for the cur- 
rent crop year is 60,000,000 acres, which 
is about the same as last year, The yield 
per acre is expected to be better and the 
harvest may approximate  2,050,000,000 
bushels. 

Siam and Indochina are also expected 
to have larger crops, Siam expecting an in- 
crease of about 25%, Siam last year 
harvested 120,000,000 bushels. 

China’s expected production of 2,353,006,- 
000 bushels will be only slightly more than 
last year. China’s acreage is still 1,400,000 
acres less than the pre-war average. Korea 
is expected to produce more than 126,000,- 
000 bushels which will be 15% above last 
year’s crop and about 85% of the pre-war 
production, 


The yield in Japan is expected to be 
about that of last year when 557,548,000 
bushels were harvested, Rice crop in the 
Philippines is forecast at 111,660,000 bushels 
which exceeds the pre-war average. In 
Malaya, 80,000 more acres have heen plant- 
ed. 

European production this year will ve 
about 54,200,000 bushels which is 3290 
above the last season and 2% more than 
the pre-war average, North American and 
African production will also be up, but the 
South American production is expected :o 
show a decrease. 
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TOBACCO LEAF POSITION IN CHINA 


Kentucky in Virginia, is famous for 
its tobaceo leaf production. On the 
like latitude but 180° different in 
longitude, China produces tobacco leat 
as good as that of U.S. origin. 


There are different places in China 
which produce tobacco leaf of different 
flavour and different degree of bland- 
ness. Chin-chow, located in north part 
of Shantung, mid-way of Tsingtao- 
Tsinan Railway ;—Hshu-chow, located in 
the middle of Honan, on the Pin-Han 


Railway;— these are two famous 
tobacco leaf producing districts. 
B.A.T.C (British American Tobacco 


Corporation) invested large capital in 
developing these two districts before the 
Japanese invasion. The corporation 
stored then enough leaves for several 
years’ consumption. New crops are 
now supplemented year after year. 
Tobacco leaf of Chin-chow origin is of 
better appearance while Hshu-chow is 
ot better flavour. 

Nan-shong, located at the border of 
Kwangtung, the Ta-yu mountains 
stretching north to it, is also a tobacco 
leaf producing district. The leaf from 
this district is of worse quality compar- 
ed to others. 


Kwei-ding, located south east of Kwei- 
yang in Kweichow province, produces 
tobacco leaf of good mellowness and is 
very similar to Kentucky leaf. But 
owing to the archaic and primitive pro- 
cess of planting, growth and drying of 
leaf, the crop is so far not appreciated 
by leaf consumers. New blood should 
be introduced to this hopeful district. 


Production in Yunnan 


A newly promoted tobacco leaf pro- 
ducing area is in Yunnan province. The 
leaf is of good quality and huge in 
quantity. Yunnan lead stands neck and 
neck with Chin-chow and Hshu-chow 
leaf in Shanghai and South China mar- 
kets, It might extend its market to 
Hongkong, Burma, India, and those 
Pacific ports where tobacco supplies have 
long been depending on U.S. provided 
that the next crop from this area could 
be still increased. 


The history of tobacco planting in 
Yunnan records only, five years. In 
1942, the Provincial Exploitation Board 
of Yunnan encouraged the farmers to 
grow tobacco leaf in those eultiyated but 
lean sandy soils, The Board obtained 
seeds from the U.S. for the farmers and 
granted loans to them; 2727.85 Mows 
(1 Mow equals 1/6 acre) of land were 
planted and loans of over CN$1 million 
were granted. The crop was used only 
for the manufacturing of local made 
cigarettes by Yunnan Tobacco Co. 


In 1947, the total area of tobacco leaf 
planting was 55,302 Mows, not including 
the uncultivated mountainous region: 
total loans amounted to CN$520,030,600, 
and total amount of crop was estimated 
to be 133,000 piculs (1 picul equals 
133.33 lbs.). The average production 
was 240 catties (100 catties is one 
picul) per Mow, 


The 1948 project is to plant 60,000 
Mows of cultivated land, and out of 12 
billion Mows of uncultivated soil in this 
province, (against 35,886,000 Mows of 
cultivated soil) at least 110,000 Mows 
will be used for tobacco leaf planting. 
For every Mow of tobacco leaf planting 
CN$150,000 will be forwarded to farmers 
by provincial government as a loan to 
be reimbursed after crop. Thus, 400,- 
000 piculs of tobacco leaf may be yield- 
ed next year. 


The import quota of 4th quarter of 
1947 of Chinese Government approved 
US$5,000,000 for tobacco leaf and stem 
to be imported. The current prices of 
American leaf are: Ist grade US$1.50 
per lb.; 2nd grade 1.00; 8rd grade 0.70; 
and the stem 0.225. By taking the 
average price US$0.85 per lb. of Ameri- 
ean leaf, there should have been about 
6 million pounds of American leaf im- 
ported into China during 3 months or 
24 million pounds (about 180,000 piculs) 
annually. The coming out-put from 
Yunnan will be twice as much as that 
figure. 


Planting & Preparation 


Sandy soil is most suitable for the 
growth of tobacco leaf, and since most 
of Yunnan is sub-tropical, anticipations 
Ae great progress in Yunnan are justi- 

ed. 


The fertilizer used for tobacco should 
not be too fat in nitrogen. Potassium 
and phosphorus fertilizers should be 
used ‘along with nitrogen fertilizer. 
Farmers use rape-seed cake (rape- 
seeds after the oil extruded). Too 
much nitrogen causes the leaves to 
thicken and grow deep green in colour 
which igs unbleachable during drying 
process. On the other hand, red spots 
appearing on the leaves, show lack of 
potassium and phosphorus. 


In the month of April, tobaeco seed 
is firstly soaked in warm water at 130°F 
for 8 minutes, or in cold water for 3 
days. The land is turned up with plow 
to the extent of a depth of half foot. 
Farmers strew the soaked seed and cover 
with porous soil of one inch in thickness 
and further with half inch of pine 
leaves. ; 


The sprout is transferred when it is: 


one inch tall. Gullies are provided 
around the land which is plowed to two 
feet over the bottom of a gully. The 
distance between stems should not be 
less than two feet and between rows 
three feet. Sprouts are very weak to 
resist vermin and weeds. The top of 
stalk should be cut to prevent blooming 
when foliage is counted up to 18 or 
little more. 


Green leaves are collected from bottom 
to top at different times. Leaves are 
fastened at stem with hemp fibre one by 
one, then held with a bamboo pole of 
about eight feet long, then transferred 
to drying room and hung on wooden 


~ soil 
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IMPORTS AND EXPORTS 
OF HONGKONG 
IN NOVEMBER 1947 


Following are selected commodities 
which were imported into and exported 
from the Colony during November 
1947:— 

Wolfram ore, Antimony, tin; Tin- 
plates; Essential Oils; Vegetable Oils; 
Bristles; Raw Rubber. 


WOLFRAMITE 

Imports Exports 

Countries Quan- Quan-. 
tity Value tity Value 

Piculs $ Piculs $ 
S. China 6671 2219210 —_— —_— 
France — — 252 81301 
Italy — — 987 478500 
Macao 616 205200 — — 
Sweden — /— 252 108528 
OSA: — — 714 261862 
Korea 252 120000. — — 
Total 7539 2544410 2155 929691 


ANTIMONY, REGULUS & CRUDE 


Imports Exports 
Countries Quan- Quan- 

tity Value tity, Value 

Piculs $ Piculs $ 
N. Zealand — — 84 17640 
S. China 4749 634300 — — 
Macao 9 1980 200 7600 
Usa As _— — 6614 1058208 
Tota] 4758 686280 6898 1083448 


crossbars not too compactly. The dry- 
ing room is conventionally built with 
brick, the room gize is 40’x30’, overall 
high 30’, provided with ventilation holes 
on the top and the bottom of wall. The 
furnace is of wood-burning type, with 
the chimney long enough extending on 
the room floor in a Z shape, its outlet 
being at the other end of the room. It 
keeps the room at 85°F for 8 hours 
(bleaching period), then rises gradually 
up to 125°F and keeps at that tempera- 
ture for 64 hours (drying period), never 
over 140°F. Care should be taken not 
to interrupt fire during these 72 hours. 
Dried leaves are taken out and laid on 
ground for damping. Damped 
leaves are classified and packed for 
shipping. Each room dries in one 
operation about two piculs of dried leaf. 


The present price of first yrade 
tobacco leaf in producing areas is around 
CN$4.5 million per picul. The tax is 
CN$360,000 picul. The price in Kun- 
ming, the centre market of Yunnan 
tobacco’ leaf, is CN)$6.5 million per picul 
of first grade leaf, saaalie 


It is reported that B.A,T.C. has. re- 
cently sent experts and engineers to 
Kunming to install a new cigarette 
manufacturing plant. The Yunnan leaf 
will be used locally instead of being 
ae to the Shanghai plant of 


Jenshine Shen. 
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There were no exports and imports 


of Tin Slabs & Ingots (Other than 
China). 
TIN SLABS & INGOTS (CHINA) 
Imports Exports 
Countries Quan- Quan- 
tity Value tity Value 
Piculs $ Piculs $ 
India — — 35 =18410 
S. China 1323 480000 — — 
S. America — —- 168 80640 
U.S. A. —_— =— 9433 3891725 
Total 1823 480000 9636 3990774 
TINPLATES 
Imports Exports 
Countrics Quan- Quan- 
tity Value tity Value 
Piculs $ Piculs $ 
U.K. 3845 290184 — — 
N. China — — 3786 171713 
M. China 15 1100 105 10509 
Macao — — 99 9270 
U.S. A. 5881 274534 — = 
Total 9741 565818 3990 191483 


ESSENTIAL OILS 


Aniseed Oil 
Imports Exports 
Countries Quan- won 
tity Value tity Value 
Piculs $ Piculls $ 
ices — — 184 60296 
Australia — _ 9 3244 
India — — 9 2597 
S. Africa _— — 38 1071 
S. China 204 74500 = = 
France —_ — 842 297973 
Holland — — 3 1165 
Macao 189 655334 sh == 
U.S. A. _ — 175 64763 
Total 343 129834 1225 431109 
Cassia Oil 
Imports Exports 
Countries Quan- Quan- 
tity Value tity Value 
Piculs $ Piculs $ 
Australia — — 3 3024 
India _ — 1 654 
S. China 6 5965 — = 
France a — 15 18144 
Macao 95 156491 — = 
U. S. A. — — 80 88987 
Total 101 162456 99 110809 
VEGETABLE OILS 
Linseed Oil 
Imports Exports 
Countries Quan- Quan- 
tity Value tity Value 
Piculs $ Piculs $ 
India 362 59400 — = 
M. China — od 6 1300 
Total 862 59400 6 1300 
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Cocoanut Oil 


Imports Haports 
Countries Quan- Quan- 
tity Value tity Value 
Piculs $ Piculs $ 
Malaya 9379 1068889 — — 
S. Africa — — 420 58589 
Br. Empire, 

Other — — 252 40835 
Belgium — — 1680 208820 
N. China — — 920 102021 
M. China — — 1585 190225 
Egypt — — 840 108300 
Holland — — 1680 191600 
Italy — — $8780 475092 
Japan — — 18634 1450544 
Macao 1463 172798 100 11790 
N. E. I. 3244 325692 — = 
Siam 14243 1844720 — — 
Syria — — 420 63275 

Total 28329 8412099 25311 2895591 
Peanut Oil 
Imports Exports 
Countries Quan- Quan- 
tity Value tity Value 
Piculs $ Piculs $ 
Malaya (Br.) — — 400 82500 
Macao 2513 4313812 — ae 
Siam 2519 457258 = — 
Total 5032 888570 400 82500 


Wood Oil (in drums) 


Imports Exports 
Countries Quan- Quan- 
tity Value tity Value 
Piculs Piculs : 
ee Ke — — 7290 1118334 
Australia — — 2587 402751 
Malava (Br.) — = 54 9125 
N. Zealand — — 252 35784 
N. Borneo _ — 6 1079 
Br. Empire, 

Other — — 168 24869 
Beleinm — — 386 52760 
S. China 30206 3536123 — --- 
Holland = — 840 142800 
Macro 1852 289350 — a 
Naor I: =f, — 420 58800 
Siam — = 5 825 
Sweden = == 67 11424 
Switzerland — — R28 9RNAR 
U.S. A. — — 631 81595 


Total 32058 


3825473 12992 1963685 


Wood Oil (in bulk) 


Imports Exports 
Countries Quan- Ouan- 
tity Value  titu Value 
Pienls & Piculs $ 
Z. China 8112 1216888 — = 
U.S. A. = — 6636 815360 
Total 8112 1216888 6636 81586¢C 
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Sesamum Qil 
Imports Hzports 

Countries Quan- wan 
tity Value tity Value 
Piculs $ Piculs $©& 
Canada = a= 1 44 
Malaya (Br.) — — 9 2502 
S. China 2 500 — = 
C. America — es 3 350 
Macao = — 1 151 
Philippines — — 9 2051 
U.S.A. — _ 18 4879 
Total 2 500 41 9977 


There were no imports & exports of 
Soya Bean Oil. 


Tea Seed Oil 


Tmports Exports 
Countries Quan- uan- 
tity Value tity Value 
Piculs $ Piculs $ 
S. China 6896 1174420 — = 
France — — 2520 413200 
Holland — — 1680 252000 
Italy — — 840 131880 
Macao 2202 313818 — — 
WEeSe Ay — — 79 12500 
Others — — 418 84750 
Total 9098 1488238 5532 894330 
Vegetable Oils, not otherwise 
enumerated. 
(mostly Rape Seed Oil) 
Imports Eaports 
Countries Quan- unin 
tity Vulué tity Value 
Piculs $ Pics $ 
N. Borneo — — 11 1068 
Belgium — — 5040 745920 
N. China — — 1 160 
France a — 15892 2608553 
Holland — — 11088 1995840 
Italy — — 1680 176000 
Macao 19507 3009459 34 4360 
Philippmes — — 19 7565 
U.S. A. 16 1161 = = 
Total 19523 3010620 33765 5534466 
RUBBER, (RAW) 
Imports Exports 
Countries Quan- Quan- 
tity Value tity Value 
Piculs $ Piculs $ 
eK: 48 9356 = — 
Ceylon 168 13575 — — 
Malaya 
(Br.) 5392 520085 420 46200 
N. Borneo 48 4725 = ee 
N. China = — 8386 383264 
M. China _ — 98 10750 
S. China — — 1428 104940 
F. I..China 3240 256012 — — 
Macao —_— — 2785 121049 
N. E. I. 8568 746421 — = 
WS. Ac — — 7874 666650 
Korea me — 6648 536,200 


Total 17464 1550174 19589 1519053 
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EXCHANGE & FINANCIAL MARKETS 


Review for the period of December 
22 to 31, 1947, for seven official trad- 
ing days (22 to 24, 27, 29 to 31) and 
one unoficial trading day (Dec. 26). 


GOLD TRANSACTIONS 


For the last business period of De- 
cember of 8 trading days, ended Dec. 
31, the highest and lowest prices per 
tael were $312 and $271% respective- 
ly, corresponding to approx. cross rates 
of US$ 50 to 45% per troy oz. Total 
spot sales of gold at the Exchange 
Society amounted to 38,675 taels, and 
outside transactions for delivery aggre- 
gated about 38,000 taels, making a 
grand total of 76,675 taels. In addi- 
tion to this figure a certain although 
smal] amount of, forward gold business 
which is contracted for actual delivery 
should be included into the weekly cash 
transaction totals. 


During the month of December the 
cash business done at the exchange 
amounted to 97,850 taels; in the out- 
side market another 116,000 taels, more 
or less, were sold between the bullion 
operators and native banks, making a 
grand total for spot sales of 213,850 
taels. The forward business in gold 
during December was estimated at over 
4% million taels; all this business is 
practically fictitious, positions are clear- 
ed at the settlement day, and only small 
margins are paid up or credited by 
native banks to their clients at the 
usual monthly rate of interest. Only 
a very small proportion of forward sold 
bars ere delivered, 


Gold spot sales in December amount- 
ed to a turnover of about $64 million 
while the turnover of shares in the 
official Stock Exchange market amount- 
ed to only $8 million in December. 
Forward gold transactions involved an 
amount of about $1,400 million during 
December. From these figures the im- 
portance of local speculation in gold 
(spot and forward) will be appreciated. 
Most native banks and exchange shops 
as well as innumerable brokers and 
merchants, the latter more or lesg pro- 
fessionally dabbling in gold speculation, 
are engaged in the daily transactions 
of the open and the outside markets. 


IMPORTS OF GOLD INTO MACAO 
for the period September to December 
were estimated in the market here as 
having amounted to about 500,000 ozs. 
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BRISTLES 
Imports Exports 
Countries Quan- Quan- 
tity Value tity Value 
Piculs $ Piculs $ 
10, 1S — — 150 199000 
S. China 256 228697 —_ ee 
France _ = 11 28840 
Macao 1 300 — — 
U.S. A. —_— — 442 479833 
Total 257 228997 603 702673 


The airlifting of gold via Bangkok and 
Saigon into Macao has been very brisk 
during the period under review. Sev- 
eral large imports amounted to some 
25,000 taels each. Many new gold im- 
port licences were applied for and issu- 
ed by the Macao Govt. in accordance 
with the new regulations (see our issue 
of Dec. 17, page 683). Every importer 
is now required to contract a minimum 
lot of 50,000 ozs. all of which is des- 
tined for re-export to China (either 
directly or via Hongkong). During the 
last 2 weeks, however, sgme re-exports 
of gold from Macao to Singapore were 
reported, the quantity allegedly involv- 
ing 20,000 ozs. The incentive for these 
shipments, which are of course regard- 
ed as an illegal import if apprehended 
by the British Malayan authorities, has 
been the relatively high price which 
Malayan Chinese were prepared to pay; 
they offered here some HK$ 310 per 


tael plus transportation fees. The gold 
price in Macao is usually $10 lower 
than in Hongkong. Transportation 


charges for gold ranged recently from 
$3 to 5 but owing to several seizures 
made by Hongkong Revenue officers the 
fee was increased to around $8 per 
tael. 


TRAFFIC IN GOLD:—Gold is 
usually shipped (smuggled) into Hong- 
kong by junks and fishing vessels 
who often call on various villages in 
the New Territories (such as Tsuen 
Wan or in the Castle Peak Bay) from 
where the precious cargo is transport- 
ed into Hongkong by highway. A 
rather large number of junk people 
and professional smugglers make a 
good living from the “Macao gold 
rush”. A second large seizure by 
Hongkong Revenue officers (after the 
recent over 2,000 ozs. confiscation) 
during the Christmas season involv- 
et over 300 taels; and then there was 
another seizure of some 1,000 taels 
which were brought into the Colony in 
transit by a Chinese who wanted to 
get hig or his friends’ fortune out of 
Swatow, probably into Bangkok. 


The gold trade via Hongkong operates 
in two directions; there are many Chin- 
ese living in China who wish to keep 
gold in their houses (or under. their 
houses), others prefer to store it in 
the vaults of local banks, and others 
still want to send or carry it out of 
their civil war ridden country either 
for safekeeping abroad or to invest it 
in more secure business than offers 
these days in China. 


TEMPORARY PRICE DEPRES- 
SION in Hongkong just prior to the 
holidays was caused by the severity 
of the local tight money position ex- 
perienced especially by native mer- 
chants and brokers who could not sell 
much of their accumulated stocks in 
spite of the better buying mood- in 
Canton and elsewhere in South China. 
Coupled with this situation which caus- 
ed many liquidations (overstocked mer- 
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chants were well squeezed out of their 
gold at cheap prices) there kept arriv- 
ing here day after day gold from 
Macao which fact was shrewdly exag- 
gerated by the native bankers and their 
very wealthy backers (members of the 
leading families of Hongkong) who 
thus created for a few days a mild 
panic. 


IMPORTS INTO CHINA: Immedi- 
ately after the holidays the position 
changed with steady and later ‘insist- 
ent demand coming from Canton, 
Changsha, Swatow, and particularly 
Hankow gold merchants. Indeed, the 
excellent appetite shown by Hankow 
(which serves as a first rate distribu-~ 
tion centre for gold in western Cen- 
tral China, and also ships gold down 
to Shanghai) was mainly responsible 


for the recovery of the local price and 
the continued firmness. Large exports 
of gold were routed via various South 
China communication places by local 
traders; shipments ranged from 10,000 
to 30,000 taels each. The considerable 
difference in price between here and 
Shanghai (local cross rate around 
US$ 48 to 50 while Shanghai gold 
cross rate moves between US$ 55 to 
58 per troy oz.) has recently been 
utilized bv a very powerful Chinese 
organisation who were and are trans- 
porting gold bars from here to Shane- 
hai charging HK$ 15 per tael; this 
was an interesting proposition for the 
buyers in Shanghai and the ‘“‘protec- 
tors” were also satisfied as the turn- 
over remains large. No interference 
by common Customs organs in China 
js expected. 


A number of Chinese army officers 
of prominent rank have recently been 
apprehended by still superior organs 
after it was proved that they engaged. 
as a matter of routine, in the trans- 
portation, under safe conduct as it 
were, of gold and Chinese and foreign 
bank notes within China and also in 
international traffic. Some higher-ups 
in the Chinese Air Force, the planes 
of which are very often used in com- 
petition with the two commercial air- 
lines in China to airlift cargo between 
the cities, have also entangled them- 
selves in financial transactions; they 
have carried Chinese (and probably 
other) bank notes within Chinese terri- 
tory, thus infringing on the regulation 
by the Finance Ministry which pro- 
hibits the movement of money within 
China except smal] token sums. 


The new demand for gold in China 
was also caused by the stepped up 
monetary inflation, the all-round in- 
crease in commodity prices and the 
genera] anticipation of worsening of 
financial conditions after Chinese New 
Year February 10). 


Furthermore the new rule regarding 
the trade in ornamental gold has 
stimulated traders and investors who 
are now coming out again although 
with due regard to the confiscatory 
habits of the Chinese secret service. 
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It also appears (the interpretations of 
Chinese regulations are as manifold 
and contradictory as the regulations 
themselves) that transportation of gold 
from one city to another is not taboo 
while CN$ notes are “strengstens ver- 
boten” to carry around. 


MARKETS IN SHANGHAI AND 
CANTON experienced brisk business 
after Christmas with prices drawing 
higher. The Shanghai equivalent price 
moved around HK$ 325 to 335 (the 
CN$ rates for the period under review 
were from 7.7 to 8.8 million per oz., 
with the year of 1947 closing at CNS 
8.6 million). 


The Canton rates (NOT equivalents 
but actually quoted in our northern 
sister city, in Hongkong dollars, per 
tael) were moving between, 283 to $12, 
the old year closing at $311. Some 
big buyers in Canton took off the 
market lots of 20 to 30,000 taels, mostly 
destined for Hankow. 


ORNAMENTAL OR MANUFAC- 
TURED GOLD is now, since January 
2, again allowed to be sold by gold 
smiths to the public at the following 
vate: one oz. of ornamental gold US$ 
49 (at the official open market rate, 
at present CN$ 90,000 per US$1) plus 
40% as business expense and 20% legal 
profit of the goldshops, making a total 
cost of CN$ 5,760,000. However, the 
black market price of one oz. of gold 
in Shanghai is arovnd CN$ 9 million. 
The new regulation limits buyers to 
2 ozs. at a time, 


It is clear that the goldshops being 
just the opposite of charitable institu- 
tions will not supply to the public even 
one oz. at the bargain price. The Cen- 
tral Bank of China very wisely an- 
nounced that T'HEY will certainly not 
supply the goldshops. At any rate, 
some sort of legality has again been 
introduced into the gold markets. 


GOLD PRICE CALCULATIONS: 
Local or Macao importers are able, 
directly or through an international 
broker, to buv in New York one ounce 
at around US$ 41.50; freight charges 
to Saigon approximate US$ 1.50, mak 
ing the price for gold cif. Saigon 
about US$ 43. Airliftine from Saigon 
to Macao costs HK$ or Macao Patacas 
1 for the freight (the Catalina flying 
boat operating company), $1.25 insur- 
ance, and $6 gold import dutv of the 
Portuguese Colony. Thus c.if. Macao 
one oz. costs about US$ 43 plus HK$ 
8.25. The freight (for smuggling) 
charge per oz. from Macao to Hong- 
kone’ was vantil recently around $4 
(now almost double), making the cost 
price cif. Hongkone at US$ 43 plus 
about HK$ 12 to 13. At the current 
TT New York price one tael of gold 
delivered at the local importer’s office 
or safe deposit box should be around 
HK$ 275 to $280. 


DIFFICULTIES FOR GOLD IM- 
PORTERS are mounting but are far 


from serious. The U.S. Treasury has 
made a new ruling as from 1948, pro- 
hibiting U.S. citizens or U.S. registered 
companies from participating in gold 
re-exports from the U.S. Previously 
foreign (Canadian, Pervwvian, etc.) 
gold ore was shipped to the U.S., re- 
fined or processed, and then re-export 
ed to, say, Macao. 


The Bank of England has also taken 
some steps in order to reduce gold 
transactions at higher than _ parity 
prices by refusing to grant licences for 
the export of 22 carat gold (24 carats 
equals one fine oz.) which previously 
brought good profits to bullion brokers 
who obtained about US$ 43 to 45 per 
oz. for gold exported from or through 
the services of London. Alloyed gold 
in 22 carat sheets was always regard- 


ed as vseful in the manufacture of 
jewelry. The tendency is not in 
favour of the people living in infla 


tion-scourged countries. 
US$ TRANSACTIONS 
Highest and lowest prices for the 


period under review (in HK$ per US$ 
100) respectively: US notes 498—484; 


US drafts 505—488; TT New York 
5183—498; sterling cross rates US$ 
3.21—3.12, 

Conditions as observed in previous 
weeks of December continued, mer- 


chant demand remaining low, specula- 
tive buying practically nil, arrival of 
a seasonally swelling volume of inward 
remittances and bank notes from the 
U.S; 


Gold importers are the only ones 
who keep the rate up. to its level. 
Drafts are bought and collected by cer- 
tain agents who then ship or mail 
them to the U.S. converting such funds 
into TT for use of local gold import- 
ers. The margin between drafts an: 
open funds in New York is now very 
narrow (1 to 2%) which just accounts 
for the loss of time involved in dis- 
patching drafts from here to the U.S. 
Large denomination bills (US$ 50 and 
over) command a slight premium over 
the 10 and 20 bills which is caused 
by the buying agents who want to 
dispatch such notes to America. 


SILVER BUSINESS 


Exports to New York continue as 
during the last 3 to 4 months, supply 
is improving steadily and prices have 
dropped which leaves exporters a 
better profit margin than before. Ex- 
porters have to surrender 25% of their 
proceeds in US$ to Exchange Control 
at the official rate. Quotations in New 
York and London are high but do not 
move since a long time. Demand in 
the U.S. is very encouraging for fur- 
ther business, 


Local rates at the year end were 
around $3.82 per tael, $2.40 per dollar 
coin, $1.82 per 20 cents coin. The 
highest price a few weeks ago was 
$3.95 per tael. Canton silver brokers 
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are collecting regularly consignments 
of coins or ingots. Current prices 
there are around CN§$ 50,000 per dollar 
coin (HK$ 1.90 to 2) leaving only 
about 20% for transportation charges 
and various brokerage fees since local 
native banks and silver hongs offer Jess 
than $2.40. Canton has experienced 
brisk silver business during December. 


EANK NOTE MARKETS 


Piastres moved around $11% to 12% 
with a confident ‘feeling of an early 
settlement of the issvg between the 
French and the Vietnamese sustaining 
the rate in spite of lack of Indochinese 
imports recorded here for the last ten 
days. The cash tvrnover for the 
period exceeded 7 million piastres. 
The newly issued notes of Banque de 
l’Indochine (see our issue of Nov. 5, 
page 547), replacing the “Ideo” notes 
of the Japanese occupation period, were 
already smuggled into Hongkong and 
have been transacted at the gold ex- 
change society at the same rates as 
the other piastres; however. the ex- 
patriated and no longer. valid “Ideo’” 
notes (vulgarly known here as “red & 
black piastres’) are still quoted at the 
exchange at around $7% to 7% (per 
100 piastres) or about 60% of the 
price currently paid foy the recognised 
legal tender of Indochina. 


Nica guilders were less in demand 
at around $26 to 26% (per 100 guild- 
ers). 


Baht notes after quoting almost $29 
slowly slipped to 27% but demand is 
strong. Gold in Bangkok improved 
during the period under review from 
428 baht to 475 baht (closing 1947) 
ner 15 grams, and TT Hongkong from 
3.25 to 3.60 baht (closing). 


POUND NOTES were bought by 
travellers and by hoarders at better 
rates, from $13.30 to 13.55 (per pound 
note or 10/- note), Although the local 
banks are still unable to obtain permits 
trom London to import them into the 
U.K. and therefore refuse to buyeven 
the smallest amount, some Chinese in- 
vestors and speculators have, either 
singly or in their characteristic form 
of syndicate buying, acquired and eon- 
tinue to acquire substantial parcels of 
pound notes. Their hope is to clear a 
profit (the difference between the cur- 
rent exchange shops’ quotation and the 
official rate, being around 15%) if and 
when the Bank of England will again 
permit the free flow of its bank notes, 


not prohibiting as is done at present 
the export and import of notes above 
Sebe 


The amount of hoarded one pound 
and ten shilling notes here is increas- 
ing Owing to sales made by Shanghai 
residents (Kuropean and Chinese) and 
inward travellers from Europe. Pound 
note transactions have recent,y increas- 
ed and form now a modest specula- 
tive counter in the local unofficial ex- 
change market. 
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EXCHANGE CONTROL, 
HONGKONG 


Transfers To Belgium:—All A. E. Forms 
or E, 1, Forms issued before Dec. 1 (i.e. 
forms bearing serial number prior to A.E. 
41713. and. E. 1. 5366 respectively), in 
excess of an amount of the equivalent of 
£5,000, which cover a sale of Belgian 
Francs or transfer to a Belgian account in 
the sterling area will require to be re- 
validated in the Exchange Control Office 
unless a letter of credit has already been 
opened with a bank which is a member 
of the Exchange Bank's Association. 


U.S, Dollar Quotas:—Balances outstand- 
ing on quotas issued by the Dept. S.T. & 
I. in U.S. Currency for the periad July 
to December 1947 are cancelled. A.E. Forms 
already approved against such quotas re- 
main valid for six months from date of 
issue. 


HIGHEST AND LOWEST  UN- 
OFFICIAL QUOTATIONS IN HONG 
KONG FOR THE MONTH OF 
DECEMBER 1947— 


(in HK$ per tael of gold; 


and per US$ 100) 
Highest Lowest 

Gold . 820 271% 
(cross rate per troy 

oz. in US$ 52% 451%) 
U.S. notse . 513 484 
USs drafts “S28 515 488 
T.T. New York 526 498 
(cross rate per £ 

in US$ 8.0418 3.2128) 

Highest and lowest rates for the 


months January to November 1947 will 
be found in our issue of December 3, 
page 645. 
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CHINESE MONEY MARKETS 


During the trading period Dec. 22 to 31 
the Chinese dollar dropped further with 
no prospecis for even a temporary stabilisa- 
tion, Business with China is greatly 
hampered by the extreme insecurity arising’ 
from daily changing rates. 


Highest and lowest rates for the period 
were:—HK$ 42%—37% for spot notes, 
and HK$ 34—28% for forward notes (per 
one million of Chinese dollars). TT 
Shanghai and Canton closed Dec. 31 at 
respectively HK$ 32 and 38 per CN$ 1 
million. Canton quoted for the period end- 
ing Dec. 31, CN$ 26 to 27,000 per HK$ 1, 
reaching a highest price for spot delivery 
of notes of CN$ 29,500. Shanghai quoted 
US$ notes between CN$ 145,000 to 152.000 
per US$ 1. 


HK notes are hoarded in South China 
thus increasing the issue of the notes of 
the Hongkong & Shanghai Banking Corp. 
Despite the prohibition of trading in for- 
eign currency notes im China many im- 
portant business men in Canton and other 
leading S. China cities demand payment in 
HK$ notes or drafts for most transactions. 
It is essential to keep a supply for HK 


It is essential to keep a supply of KK 
Carton financial! markets (including real 
estate). 

The Central Bank of China increased 


the open market exchange rates on Dec. 30: 
Cover rates for TT New York and London 
respectively CN$ 89,000 and 290,000 (cross 
rate for £—US$ 3.25). Appointed banks’ 
elling rates: CN$ 90,000 for US$, and 
CN$ 293,000 for £ 


The difference between the open market 
rate of Central Bank-and the black ex- 
change rate amounted by the end of 1947 
to 50 to 60%, against 100% earlier in De- 


—— 


HIGHEST AND LOWEST UNOFFICIAL QUOTATIONS IN HONG 
KONG FOR THE YEAR OF 1947:— 


(in HK$ per tael of gold, and per US$100) 


Highest Mont Lowest Month 
Gold ft : 405 September 254 February 
(Cross rate per troy oz. in USS 57% Jan. & Sept. 42 May) 
US.$ notes a 581 | September 440 = April 
ete y 575 be 454 x 
ew Yor 593 Co 482 . 
(Cross rate per £ in 1 US$ . 2.70 ms 3.32 eae 


HONGKONG 


CN 
Gold per Tael Swede 
Dec High Low High Low 
22 285 271% 42% 41% 
23 284 273% 42% 42% 
24 293 %4 278 41% 40% 
26 293% 293 42 41% 
27 306 288% 40 389% 
20 mame le, 29714 39% 38% 
80 306% 298% 388% 38% 
81 302% 296% 37% 37% 
Jan. 
1948 
2 306 302 388% 3814 
8 314% 308 40% 389% 


January at 


cember. This reduction in the difference is 
a result of the repeated official market rate 
appreciations, when the Chinese financial 
authorities tried to bring their official rate 
more in line with the actual market 

(black) rate. However, the difference is 
il so large that both inward remittances 
(especially from overseas Chinese) and na- 
tive export business are effectively discour- 
aged. 

The depreciation of the Chinese dollar 
during 1947 amounted to 2,400% in terms 
of gold (beginning 1947 one oz gold quoted 
in Shanghai CN$ 355,000), and to 2,200% 
in terms of US notes (beginning 1947 US$ 
1 quoted CN$ 6,500). The virtual annihila- 
tion of the purchasing power of the Chinese 
scrip is best illustrated by comparing the 
pre-war price of rice of CN$ 10 with the 
present price of CN$ 1.4 million (per one 


Shanghai picul or zah of about 80 
kilograms). 
Conditions in Shanghai have worsene:l 


again, commodity prices before year-end 
went up, poverty is spreading and crime 
flourishing. Corruption and graf envelope 
all activities and occupations. Dishonour- 
ed cheques during one week (ending Dec. 
27) amounted to a number of 26,096 and a 
value of CN$ 323 billion (at the official 
market rate an equivalent of US$ 314 mil- 
lion.) This figure epitomises well the depth 
of immorality and dishonesty to whica 
thousands of merchants and officials have 
sunk, 


The tight money position in Shanghai, 
engineered by the financial authorities in 
Nanking, has eased owing to the steady in- 
flux of funds from other parts of China; 
the embargo on movement of CN$ notes 
and domestic remittances cannot be weli 
enforced in a country where graft rules 
supreme. Inward domestic remittances are 
limited for all banks in Shanghai ‘com- 
mercial and native) each to CN¢ 56 mil- 
lion (less than HK$ 2,000) per one week 
of 7 days. 


Regulations which cannot he enforced 
only open new avenues for blackmail and 
racketeering; the movement of CN$ funds 
within China goes on,as before but premia 
are higher and protection gangs, official 
and unofficial, reap enormous profits. The 
Chinese Customs have now been called 
upon to lend a helping hand by searching 
inward and outward travellers in domestic: 
trafic for the illicit carrying of bank notes 
and drafts, 


UNOFFICIAL EXCHANGE RATES (IN HK$) 


one million) 


Forward S’hai Canton USS (per 100) y 
High Low T.T. T.T. Notes Draft TT. I.C.$ Guilder Baht ee 
34 32% 36 88% 486 488 499 11% 26% 27% 13.4 
838% 33% 35% 88% 489 494 502 11% 26% 28 13.3 
338% 31% 384% 86% 497 504 510 12 26% 28 13.4 
pa — 34 874 497 500 510 112 26% 28% 13.4 
88% 82% 34% 38% 498 502 513 12 26 28% 13.3 
32% 32% 34% 87% 495 6503 512 11% 26 28% 13.3 
81% 29 38% 37% 493 5038 508 11% 26 27% 13,4 
29% 28% 32 88 492 497 504 11% 26 27% 1335 
30 29 31% 36 490 495 505 11% 

31% 31 382% 36% 492 496 506 11% 26 % ie ara 
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Rates of interest in Shanghai have de- 
‘lined from a high of 30% per month in 
nid-December to 22 to 25% at vear-end. 
Billions of idle funds, of. Shanghai or other 
Chinese provenance, are employed daily at 
the Stock Exchange the only legitimate 
channel for speculation and escapism from 
the value-annihilating inflation. All ey- 
change shops are boarded up and _ prohibit- 
ed to do business; by the backdoor dea!- 
ings are, however, carried on, 


IMPORT AND EXPORT OF CHINESE 
CURRENCY 


Every day huge quantities of CN$ notes 
arrive in the Colony where they are ex- 
changed against gold, HK notes, US ‘notes 
and credits, commodities, etc. Durjng the 
last few weeks the influx was particularly 
hectic and alarming, 


But for a trifling amount Chinese and 
foreigners in China are not allowed to 
carry Chinese scrip out of the country, and 
the Hongkong Govt also prohibits the im- 
port of such notes (as well as all foreign 
currencies except by special permit to be 
issued by the Financia] Secretary). The 
maximum amount of CN$ allowed to be 
brought in‘o or taken out of the Colony 
was until Dec. 31, 1947 only 250,000 (ar 
current market rates only about HK$ 10) 
hut from January 2 this amount has bee» 
raised to CN$ 5 million (about HK$ 200). 


Vhere are hundreds of money changers, 
native banks and shops in the Colony ail 
of whom are dealing in Chinese scrip. 


Mountains of brand new notes are piled up: 


in the leading native financial establish- 
ments which are often using living rooms, 
corridors, private rooms, etc, for storing 
up the unceasing flow of paper from the 
printing presses of China. 


HONGKONG’S SHARE IN THE 
CHICAGO GRAIN MARKET 


Offcial investigations in the U.S. have 
accidenially led to the discovery of severai 
Hongkong firms being also engaged in 
grain speculation in Chicago; the Hang 
Seng Bank, a prominent native bank in- 
terested in almost any type of financial and 
commodity speculation, and the firm et 
T. K. Lo & Co, Ltd., well-known local real 
estate owners, were named as holding short 
or long positions of several hundred thou- 
sand bushels of wheat. 


Many local Chinese residents have been 
playing on the various commodity ex- 
changes in the U.S. and considerable capital 
is diverted to such speculative businesses. 
Shanghai financiers also speculate from 
here in forward buying or selling of wheat, 
cotton etc. in New York, New Orleans ana 
Chicago as it had been a very popular 
practice before the war (1941) in Shanghai 
when large brokerage firms there ir- 
terested large numbers of_Chinese and for- 
eign residents to speculate in the Ameri- 
can stock and security as well as com- 
modity markets. 
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HONGKONG STOCK & SHARE MARKETS 


Report for the Week December 22 
to 24: 


With only three trading days during 
the week and the holiday spirit per- 
meating the market, the small turnover 
of around % million dollars was not 
unexpected. Sellers again had to con- 
cede to buyers, who appear to be tak- 
ing full advantage of the favourable 
opportunity offered by year-end liquida- 
tions to add to their portfolios. 

Prices generally receded slightly with 
a notable exception, Yaumati Ferry, 
which had sales at the improved rate 
of $29. 

Offerings were noticeably smaller. It 
was significant in view of only three 
trading days remaining before the New 
Year. It possibly denoted the tail end 
of liquidations. If this be the case 
firmer prices are predicted after the 
holidays and from the bgzinninge of 
1948, 

The Felix Ellis price index of twelve 
representative, active local stocks show- 
ed a net loss of 75 compared to the 
close of the preceding week. Day-by- 
day his averages were: Dec. 22, 144.23; 
Dec. 28, 144.04; and Dec. 24, 144.01. 
The lower for the year was 123.88, 
while the high was 155.82 reached on 
May 3. 

BANKS: There were no transactions 
in this section though there were ready 
takers of H.K. BANKS at 1,985 and 
EAST ASIA at 119. 

INSURANCE: Sales were recorded 
in UNIONS at 762% and 760. 

DOCKS & GODOWNS: WHARF 
rights were traded in at 49% and 48. 
H.K. DOCKS had sales at 31 and 30 
and closed firm at the latter price. 
CHINA PROVIDENTS had sales at 
22%, 21% and 21, and at the last price 
it is showing resistance. 

HOTELS & LANDS: Sales were re- 
corded at 22% in HOTELS, 77% in 
H.K. LAND old, 5 in S’'HAI LAND 


and 28 in HUMPHREYS. Further 
buyers were in evidence at all these 
prices. 

UTILITIES: Transactions in this 


section were confined to T'RAMS at 
22%, YAUMATI FERRY at 29, CHINA 
LIGHT old at 191%, EILECTRIC old at 
50, 49, 48% and new at 48 and 47. 

INDUSTRIALS: CEMENTS old had 
sales at 30%, while DAIRY FARM 
was traded in at 54, 538% and 54. 
WATSON had transactions at 67 and 
Do. 

STORES: After a considerable lapse 
CALDBECKS were traded in at $20 
ex dividend. LANE CRAWFORD had 
a sale at 50, and business was done 
in SINGERS at 8 and 8.10. 


RS ST EL LTE INI 


CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


The Bank's branch office in Sourabaya 
(Java) has been re-opened for business as 
from January 2. Three branches are cur- 
rently maintained in the Netherlands East 
Indies, viz. Batavia, Medan and Sourabaya. 


MISCELLANEOUS: There was a 
sale of RAUB gold mining at 5% and 
EWOS at 12%. 

Report for the Week December 29 

to January 2: 

The week saw a complete reversal of 
the downward trend which commenced 
on the 16th October last. Sentiment 
throughout was bullish, with the result 
that prices generally hardened on in- 
creasing volume. Despite the New 
Year holiday, turnover was just short 
of $2%% millions. 

Appreciations were widespread, and 
varied from 5% to better than 10% 
in some cases. Though it is not un- 
likely that there may be slight reces- 
sions after sharp rises, market senti- 
ment has definitely changed for the 
better. It is generally felt that prices 
have been depressed too long, and will 
work ‘to higher levels. Anyhow, tHat 
appears to be the prospect of the im- 
mediate future, and there is a prepon- 
derance of factors in support of that 
view. The main factor, however. is 
the approach of dividend announce- 
ments and payments for the year just 
ended. ° 

The Felix Ellis price index of twelve 
representative, active local stocks show- 
ed a net gain of 1.93 points compared 


to the close of the preceding week. 
Day~by-day his averages were: Dec. 
29. 144.50; Dec. 30, 145.30; Dec. 31, 
145.15; and Jan. 2, 145.94. The high 


for Decembe; was 148.75, and the low 
144.01 which was the lowest since June 
6. For the year the high was 155.82 
reached on May 3 white the low was 
123.88. 

BANKS: Sales were reported in H.K. 
BANKS at 1,980, 1,990, 1,995, closing 
with buyers at 2,000. BANK OF EAST 
ASIA had sales at 125. 

INSURAINCES: Business was doné 
in UNIONS at 755, 750 and 760, and 
in UNDERWRITERS at 6.60 and 6%. 

DOCKS & GODOWNS: WHARF 
rights were done at 47% and 48, prior 
to the quotations being changed to old, 
new fully paid, and new partly paid. 
H.K, DOCKS had sales at 30%, 31, 
31%, 33% and 34%, while PRO- 
VIDENTS were transacted at 22, 23 
and 23%. 

SHIPPING: WATERBOAT'S new 
had a sale at 43, but closed with buy- 
ers at 43% for the new and 46 for 
the old shares. 

HOTELS & LANDS: Business was 
reported at the following prices: 
HOTELS at 23.10, 23%, 24, 24%, 25%, 


25%, 25 and 25%; H.K. LA'NDS old 
at 79, 80, 81, 83, 83%, 83 and 84, 
and new at 76%; S’HAI LANDS at 


5; HUMPHREYS at 28% and 29. 
UTILITIES: In this section sales 
were recorded as follows: TRAMS at 
24% and 25: PEAK TRAMS at 17; 
CHINA LIGHTS old at 20, 20%, 20%, 
20%, 21, 21%, 21 and 21%, and new 
at 15% and 16%; STAR FERRY at 
122 and 125; ELECTRIC old at 48%, 


40, 50%, 51%, 514%, 52%, 538%, and 
new at 47, 48%. 49%, 49%, 50 and 
51's. 
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INDUSTRIALS: CEMENT'S old had 
sales at 34 while the new after being 
dormant for somewhile came to busi- 
ness at 31, 32% and 32. ROPES also 
revived with sales at 20%, 21, 21%. 
DAIRY FARM was traded in also at 
rising prices, 54%, 55%, 56, 58%, 60% 
and 60, and WATSON at 66, 65, 65%, 
67 and 67%. 


STORES: Sales were made in 
KWONG SANG HONG at 200 and in 
POWELLS at 12 and 12%. 


COTTONS: EWOS had transactions 
at 13% and 13%. ° 


COMPARISONS OF QUOTATIONS 
OF LEADING STOCKS 


as at the end of 1947 with the highest 
price recorded for 1947: 


Name of Market Highest Depre- 
Stock Quotation Price ciation 
in Dec. 1947 against 
31 highest 
price in 
percent 
H.K. Bank $1,995 $2,135 6.58 
Union Ins. 760 840 9.5 
Canton Ins. 370 465 20 
Underwriters 6.50 9.75 33.3 
Waterboats 46 51.50 10.6 
Wharves (C.R.) 215 270» 20.38 
Docks 81.50 45.75 11.1 
Providents 23.50 PACT M9 
Hotels 25 27.80 10 
H.K. Lands 83.25 XR 100 5.6 
(=94.33 CR) (CR) 
Humphreys 28.25 38.25.15 
Tramways 25 27.50 9.1 
Star Ferries 122 142 1 
Electrics B52 2b OR 84 eek iso 
(=69.15 CR) (CR) 
Ching Lights, O 21 22.75 7.6 
China Lights, N 16.25 L725: 2527 
Telephones, O 40.75 62pero4s2 
Cements 30.50 38.25 20.2 
‘Ropes 20.50 25.50 19 
Dairy Farms 58% XR 104 15.8 
(=87.50 CR) (CR) 
Watsons ‘65.50 83.50 21.5 
Lane Crawfords 50 66 24.2 
S’hai Lands 5 7.25 31 
Only Ewo shares appreciated by 
1.81%; year-end price was $13.75 while 


previous highest price for 1947 stood 
at $13.50. 


HONGKONG STOCK EXCHANGE 
TRANSACTIONS 


For the two trading weeks ending De- 
cember 24 and January 2 respectively the 
total turnover amounted to $3,128,929 (viz. 
$732,700 for the first trading period of 3 
days only, and $2,396,229 for the second 
trading period cf also only three trading 
days.) The turnover on the Stock Ex- 
change for the pseviovs trading weeks 'n 
December 1947 amountec to $1,417,901; 
$1,765,475 and $1,828,334. 


Following are the highest and lowest 
rates and the number of shares sold at the 
Exchange for ihe trading period of 6 days, 

from December 22 to 31, 1947:— 


Stock Highest Lowest Sales 
B.Ks(Bank ja 4. 21,995)" 21990 37 
Bank of E. Asia 125 125 100 
Union Ins. .. 762% 750 69 
China Underwrit. 6.60 6% 1,500 
Wharf, Rights .. 49% 47% 672 
Dock ee eee Se OE, 30 4,555 
Provident = (2346 21 8,000 
Waterboat .. .. 48 43 500 
Hotels .. .. 25% 22% 15,600 
Lands, Old w S34 77% 3,280 
Lands, New ee Ove 76% 183 
Humphreys Se ce) 28% 800 
S’hai Land s 5 5 2,500 
AUN OMe ake 5 22% 6,900 
Star Ferry 125 122 225 
Yaumati Ferry .. 29 29 417 
Electric, Old .. 52% 48% 9,262 
Electric, New .. 49% 47 1,991 
Light, Old oe ele 19% 12,740 
Cement, Old .. 34 0% 3,050 
Cement, New .. 32 32 1,250 
Rope: «<< 5<, (een e2dee 20% 2,900 
Dairy Parm’..J25 “60 53% 2,400 
Watson Se sa gOTSS 65 5,800 
Lane cee a3) 250 50 1,000 
Ewo : 13% 12 3,000 


Furthermore sales in the following shares 
were recorded during the period’ —200 
shares Lights, new; 750 Powells at $12; 
90 Kwong Sang Hong at $200; 109 Peak 
Trams; 1,000 Sinceres at $8; 800 Caldbeck 
Macgregors at $20; 200 Raub Mines. 


Outlook for Business in the Philippines in 1948. 


Manila, the proudly — self-proclaimed 
“Pearl of the Orient”, today is a teeming, 
dirty city of three times its prewar popula- 
tion, living largely on an _ export-import 
trade that may well collapse soon, as post- 
war grants of dollars and U.S. Army ex- 
penditures in the Philippines drop off. 


The greatest merchandising boom in 
Manila’s history was experienced last year, 
but a dark cloud of unemployment and 
business recession is clearly visible on the 
horizon, 


The young republic as a whole has one 
of the world’s rare U.S. dollar reserves, 
amounting to nearly 400 million, and the 
reviving copra and abaca industries are 
bringing more dollar profits to the Islands. 
But Manila is living in a shaky, false 
prosperity that emphasizes the dangerous 
gamble the nation has made in spending 
its accumulated U.S. dollars for consum- 
ers’ goods, while counting on a great re- 
vival of dollar-winning export industries. 
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During the two and half years since the 
end of the war, the Philippines has spent 
far more than it could hope to afford 
over the long pull for American food pro- 
ducts, tobacco, clothing, novelties and luxury 
items. During 1946 she imported goods 
costing US$360 million (87 percent of them 
from the United States) but her exports 
paid for only $64 million of these, pur- 
chases. In 1947 the story has been largely 
the same, except that exports have mount- 
ed to nearly $140 million. The unfavour- 
able balance was made up by a flood of 
more than one billion dollars in U.S. war 
damage grants, U.S. army expenditures, 
back-pay to Filipinos who fought in 
American forces, and gifts of surplus equip- 
ment to the new republic. 


In a lavish spree of spending for con- 
sumers’ goods and not essential foods, the 
Islands have run through a large part of 
the dollar balance. Only a small percent- 
age has gone for import of capital goods 
needed to rehabilitate industries. 


As a result, Manila has been together 
with the British Colony of Hongkong, - one 
of the postwar world’s most , complete 
markets for clothing, cigarettes, liquor, and 
all the shiny novelties that stand for abund- 
ant peacetime living. This has brought 
good results in the form of lowered living 
costs. The commodity price index has 
dropped from a V-J Day level of 710 per- 
cent over prewar to the present figure of 
266. But when the dollars are exhausted. 
there is not much chance of holding infla- 
tion down with the inadequate production 
of the Islands fields or factories. 


In spite, of the temporary prosperity of 
Manila the government believes that nearly 
100,000 workers are unemployed in Manila 
alone. Government officials are preparing 
and working for a rapid revival of pre- 
war Philippine industries and are explor- 
ing new. fields. 


TRADE FOR JANUARY TO 
OCTOBER 1947 


During the first 10 months of 1947 
Philippine exports aggregated 801,374 tons, 
recording an all-time high and topping the 
total annual export of 1946 by 29 per- 
cent. Philippine copra remained on top of 
the export list with 99,652 tons shipped 
abroad during the 10-month period, of 
which 75,498 tons went to the United States 
and the balance to South Africa, Belgium, 
India, Italy and Norway. 


During the first half of the year, Philip- 
pine exports were valued at Pesos 278,- 
997,455, as against Pesos 128,375,048 for 
the entice year 1946. Philippine exports 
continued to mount each month, but Fili- 
pino corporations’ share in the increase had 
not grown proportionately. Of the total 
copra exports so far this year, the Share 
of Filipino firms was only 16 percent, and 
including the government’s National Cocoa- 
nut Corp. shipments, about 21 percent. On 
the other hand, American and Chinese com- 
panies in the Philippines handled more than 
one half of the total exports, with 35 and 
27 percent, respectively, 
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TRADE BETWEEN SIAM 
AND HONGKONG 


The local Trade Commissioner’s Office 
of the Siamese Government closed at 
the end of last year. Since its estab- 
lishment shortly after the end of the 
war, Mr. Sompong Bumnna, has made 
great efforts for promoting postwar 
trade between the Colony and Siam in 
his capacity as Siam’s Trade Commis- 
sioner. His jurisdiction covered Hone- 
kong, Macao, South China, North China, 
Formosa and Manchuria. Central 
China is under the jurisdiction of the 
Siamese Embassy in Nanking. 


Nai Sompong has now been appointed 
by the new Siamese Government as 
Siamese Consul General in Hongkong. 
His new position has not yet been 
officially recognised by the Hongkong 
Government owing to the delay in inter- 
national recognition of the new govern- 
ment under Premier Nai Khuang 
Aphaiwongse. 


Mr. Bunnag expects to set up his new 
office, the Siamese Consulate-General, in 
the recently constructed Victory Hiouse 
(owned by Sir Robert Ho Tung). 
Besides other departments, the Siamese 
Consulate-General here will have a 
Commercial Department. The new 
Commerce Diepartment will no longer 
include under its jurisdictions Formosa, 
South and North China’ and Manchuria. 


In an interview with a representative 
of the Far Eastern Economic Review, 
Nai Sompong expressed confidence that 
future trade between Hongkong and his 
country will be further 
Trade between Hongkong and Siam was 
not in the least curtailed after the recent 
events in Bangkok. In fact the volume 
of trade has steadily been on the increase 
every month since the end of war. Mr. 
Bunnag, who visited his country shortly 
before the overthrow of the former 
Siamese regime, states that the general 
cost, of living in his country is about 
40% lower than that prevailing in Hong- 
kong and about 20% lower than duting 
the days immediately before the end of 
the old government. This was made 
possible through the effective and wise 
measures adopted by the new govern- 
ment since its formation. Before the 
inauguration of the new regime the 
open market exchange rate between 
Hongkong and Siamese currencies was 
HK$1 per’ 5 bahts. The exchange rate 
gradually improved in favour of the 
baht since and is now as high as HK$1 
per 3.20 bahts; the official fixed rate 
being HK$1 to 2.48 bahts. These facts 
are clear signs of confidence in the new 
government by the world and by the 
Siamese people. 


'Nai Sompong predicted that exports 
from Hongkons to Siam may see some 
curtailment begause market prices in 
Siam have been and still are going 
down; Siamese importers are naturally 
reluctant to order merchandise from the 


expanded? 


Colony where export prices still remain 
at high levels. There is a tendency 
noticeable in Hlongkong since several 
weeks to reduce quotations for ‘exports 
to all places in the Far East but local 
merchants are not quick enough to 
counter the competition which is offered 
by other mostly European exporters in 
Bangkok. Trade between Siam and 
other Far Eastern markets but parti- 
cularly with the U.S. has made such big 
progress that even government officials 
were surprised. The fundamental 
soundness of the Siamese economy, the 
great natural wealth of the country and 
the considerable increase in agricultural 
production have been well appreciated 
by foreign observers and traders. There 
have also been made serious and suc- 
cessful attempts at building several new 
industries in Siam. 


The Siamese have also started to 
manage and operate new transportation 
enterprises; a joint U.S.-Siamese avia- 
tion corporation is doing capacity busi- 
ness and the shipping lines of the Thai 
Maritime Company, the largest shipping 
firm in Siam, have shown excellent re- 
sults in 1947. Nai Sompong disclosed 
in this connection that the Thai Mari- 
time Co. are now about to inaugurate 
a new shipping route which will con- 
nect Bangkok with Hongkong. 
EXPORT REGULATIONS OF SIAM. 

1. Export Control Regulations No. 8 
of B.E. 2485: 

The export of Gold, Platinum, includ- 
ing such ornaments and all kinds of 
precious gems is under the control of 
the Ministry of Finance and permission 
for export must be obtained from the 
Minister of Finance, 

2. Hxport Control Regulations No. 11 
of B.E. 2490. 

The export of Ammonia Sulphate, 
Super Phosphate, Rock Phosphate, and 
Sulphate of Potash is prohibited. Per- 
mission will be granted by the Minister 
of Commerce for such purposes as for 
personal use and for samples. 

8. EHaport Control Regulations 
12 of B.E. 2490. 

The export of Tin Ore or ingots or 
other ores containing more than 4% of 
Tin ore is under the control of the 
Ministry of Commerce and permission 
will be granted by the Minister of Com- 
merce atter being satisfied that such 
export is in accordance with the alloca- 
tion of the Combined Commission in 
Washington. No permit is required for 
the export for such purposes as personal 
use and samples. 

4. Export Control Regulations No. 13 
of B.E. 2490. 

Permission must be obtained from the 
Minister of Commerce for the export 
of the followings: 

1. Live  bullocks, 
ducks and chickens. 


No. 


buffaloes, pigs, 
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2. Prepared meat of above in any 
form, all kinds of ducks and chickens 
eggs, lard, lard residue, molasses, all 
ae of sugar, all kinds of fresh water 

sh, 

3. All kinds of rice and rice products. 

4. The following hard woods:—Teng 
(Shorea obtusa, Wall.); Rang (Pen- 
tacme siamensia, Kurz.); Intanin 
(Lageratroemia  flosreginae, Retz.) ; 
Kiam (Cotylelobium Lanceolatum, 
Craib.); Lumpaw (Afzelia Bakeri, 
Prain.); Tumsow (Fagraea fragrans, 
Roxb.); Deng (Xylia Kerrii, Craib.); 
Maka-Tah (Sindora siamensis, Teysm.) ; 
Maka-Mong (Afzelia xylocarpa, Craib.) ; 
Mahad (Artocarpus lakoocha, Roxb.) ; 
Takien Chan Tamaew (Balanocarpus. 
Heimii, King.) ; Sawong (Vitex limoni- 
folia, Wall.); Takien Hin or Loa Tao 
(Hopea ferrea, Pierre.); Bunnak or 
Nakbut (Masua ferrea, Linn.); Kapi 
Khao-Kwai (Dalbergia eultrata, 
Craham.) ; Takian- Tong (Hopea. 
odorata, Roxb.). 

5. All kinds of fuel wood except Mai 
Kong Kang. 

6. Cotton, Threads, artificial yarn 
and thread and all kinds of cloth. 

7. All kinds of imported bags except 
canvas bags. 

8. All kinds of machinery and parts, 
agricultural and industrial machinery, 
medical instruments, medicines and 
chemicals, 

9. Cement. 

No permit is required for the export 
for such purposes as Samples and per- 
sonal use. 

5. EHachange Control Regulations of 
B.E. 2485: 

The exporters of the following pro- 
ducts are required to return a certain 
percentage of their foreign exchange 
thus obtained as follows: 

Ls seine eb0%: 

2. Teak: 50%. 

3. Rubber: exported through Port of 
Bangkok 20%; exported through other 
Ports 25%. 


IMPORT REGULATIONS OF SIAM 


There is no restriction regarding imports 
of goods into Siam but importers are re- 
quired to purchase their own foreign cur- 
rency through the market from Commercial 
Banks. Owing to lack of foreign currency, 
all applications for foreign currency at the 
oficial rate of exchange are temporarily 
suspended by the Bank of Siam, 

As regards imports, with the exception 
of special goods such as opium, firearms 
etc. which require permits from the Minis- 
try of Interior before they may be import- 
ed in the country, there is but one excep- 
tion as provided in the Notification of the 
Ministry of Finance in accordance with 
Section 5 of the Exchange Control Act B.E. 
2485 and published in the Government 
Gazette, Part 51, Vol. 64, Dated October 
28th B.E. 2490 (1947) which stipulates that 
any person importing gold in the Kingdom 
—if not granted special exemption—inusi 
sell same to the Bank of Siam within 7 
days from date of its importation. 

As regards the rate of exchange for saie 


of gold it has been fixed to approximately 
Baht 166 for 15 grs, 
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ECONOMIC & POLITICAL 


CONDITIONS 


Until June 24, 1932, the constitution 
of Siam was an absolute monarchy. On 
that date a coup d’etat was effected and 
a Siam Temporary Constitution Act was 
promulgated on June 27. The temporary 
constitution was later replaced by a 
permanent constitution, which received 
the royal signature in December, 1932. 
Under this constitution supreme power 
belongs to the nation, and the King, who 
is the head of the nation, exercises the 
legislative power by and with the advice 
and consent of the Assembly of the 
People’s Representatives, and the execu- 
tive power through the state council, 
which is composed of 14 to 24 members. 
The president and 14 members of this 
council are selected from the assembly. 
Since 1932, one-half of the assembly 
was nominated by the King and the 
other half elected by popular vote for 
4 years. This systgm of election was 
to last for not more than 10 years, after 
which all the members were to be elected 
by the people. Men and women over 
20 years of age enjoy the franchise. 


The state council, appointed by the 
King, is charged with the duty of con- 
ducting the government of the state. 
The ministries are under the charge of 
state councillors, 


There are 10 ministers with portfolios 
and 14 ministers without portfolios. 


For purposes of administration Siam 
is divided into 70 provinces (changwads), 
each under the control of a commissioner 
who is directly responsible to the Minis- 
ter of the Interior. The changwuds are 
subdivided into 406 districts (amphurs) 
aid 5,087 communes _(tambols). Local 
lezislative and executive bodies with 
limited powers are being established with 
functions, procedure and method of. elec- 
tion closely modelled on those of the 
central Assembly. 


In November, 1936, Siam denounced 
all her existing treaties with foreign 
powers and new treaties were concluded 


and later ratified with Switzerland, 
Belgium, Sweden, Denmark, United 
States of America, Norway, Great 


Britain, Italy, France, Japan, Germany, 
the Nethelands and Portugal. Bvy these 
new treaties Siam regained her full 
juridicial and fiscal avtonomy. 


On 1 January, 1946, a peace agree- 
ment was signed between Britain and 
India on the one hand and Siam on 
the other, bringing to an end the state 
of war which had lasted since December, 
1941, when Siam became an ally of 
Japan. The new treaty provided for the 
return to Britain of the four Malay 
and two Shan states ceded to Siam by 
Japan in July, 1945. Britain and 
India also undertook to support 
Siam’s candidature for membership of 
the United Nations. 


IN SIAM 


France, too, concluded a treaty with 
Siam (November, 1946) by which Siam 
restored the Indo-Chinese territories 
ceded by the Vichy Government in 1941, 
and altogether annulled the convention 
of Tokyo of May, 1941. 


The Political Position 


Since last November 8, the Govern- 
ment of Siam has, by another coup 
d’etat, changed from the hands of Nai 
Pridi Phanamyong and his prime minis- 
ter Luang Thamrong Nawasawat, 9 
Marshal Luang Phibun Songgram and 
his prime minister Nai Khuange Aphai- 
wongse. The former regime of Nai 
Pridi was considered very corrupt and 
had less following among the educated 
people than Nai Khuang who is distin- 
guished by a high degree of integrity 


The majority of the youth and the 
educated Siamese support Marshal Song- 
gram in spite of his mistake of submit 
ting to the Japanese in 1942. The 
liberals in the country are behind Nai 
Khuang. The present regime is bound 
to be recognised by London and Wash- 
ington within a short time; if not for 
the anti-Allies record of Luang Phibun, 
Britain and the U.S. would not have 
delayed their recognition. There is no 
doubt that progressive and_ liberal 
circles, the more romantic nationalists 
and the haute finance of Siam (i.e. the 
indigenous population) are backing the 
present regime. 


The verv prominent part played by 


overseas Chinese in Siam (i.e. those 
Chinese, mostly from the Swatow area 
and Hainan island, who have not been 
assimilated by the Siamese but retain 
their alien status) mav he called in ques- 
tion by the leaders of the new regime; 
however, the tendency of increasing 
nationalistic feelings of Asian peovles 
generally cannot brt affect the relations 
between all natives in Far Eastern coun 
tries and the very large numbers of 
Chinese immigrants. 


The establishment of the government 
under Nai Khuang is a step forward 
and augurs well for the increase in 
administrative efficiency and honesty in 
government; it is accompanied bv a slow 
awakening of the masses, at least in 
the cities, to their own importance and 
the popular realisation of democratic 


principles. Communist teachings are 
also slowly spreading and converting: 
many members of the intelligentsia. 


Overseas Chinese. often refugees from 
the Kuomintang terror in China, have 
In many cases introduced to the politi- 
cally immature and backward natives 
the ideology of Marxism-Leninism. 


The area of Siam is 200,143 square 
miles, about 45,000 square niles being 
in the Malay Peninsula. The census 
taken in 1987, gave a population of 
14,464,485. 
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Production 


According to the 1937 census 83.35% 
of the occupied persons (6,028,795) were 
engaged in agriculture and in fishery, 
1.90% in industrial pursuits. 


The chief prodvze of the country 1s 
rice, which forms the national food and 
the staple article of export. The fizures 
of the rice crop are as follows :—1939-40, 
area 8,659,711 acres, yield 4,560,463 tons; 
1940-41, area 9,517,453 acres, yield 
4,928,350 tons. 


The harvested area and yield of cer- 
tain other crops in 1937-88 was as {o]- 
lows:—Coconuts, 123,806 acres, 160,094, 
599 nuts; tobacco, 30,836 acres, 153,008 
piculs; pepper, 1,285 acres, 3,250 piculs; 
cotton, 19,242 acres, 118,047 piculs. The 
livestock in 1938 consisted of 10,970 
elephants, 385,565 horses and ponies, 
5,711,720 bullocks and 5,551,232 buffaloes. 


Much of Upper Siam is dense fcrest, 
and the cutting of teak is an important 
industry, almost entirely in British 
hands. Siamese teak wood is produced 
mainly in the north, the dry logs being 
floated by river to Bangkok during the 
rainy months of the year. In B.E, 2482 
(1939-40) teakwood exported through 
the port of Bangkok, mostly in converted 
form, together with that exported 
through the Me Khong river to French 
Indo-China and the Salween river to 
Lower Burma, all in the log form, 
amounted to £804,968 in value. 


Rubber-planting in Southern and 
Eastern Siam continues to progress; in 
B.E. 2,482 (1939-40), 42,181,193 kilo- 
grammes of raw rubber, valued at 
£2,742,426, were exported; in B.E. 2483 
(April to December, 1940), the exports 
were 30,024,148 kilogrammes, valued at 
£2,410,321, 


The mineral resources are extensive 
and varied, including cassiterite (tin 
ore), wolfram, scheelite, antimony, coal, 
eopper, gold, iron, lead, manganese, 
molybdenum, rubies, sapphires, silver, 
zine and zircons. By far the most im- 
portant are tin and wolfram, which are 
now being mined on ‘a commercial basis. 
The total output of metallic tin in 
1986-37 was 221,532 piculs; in 1939-40, 
276,079 piculs. 


Trade 


Prewar trade of Siam was as follows 
(in millions of £) :—-. 


Year Imports Exports 
VOSGi is ei oe > 10 16.7 
1937/8 10.1 15.4 
1988/9 11.7 18.5 
1939/40 17.7 19.6 


Shipping :—In 1939/40 a total of 1,920 
vessels entered and cleared Bangkok the 
total tonnage being 2.8 million. British 
ships accounted for 398 with a tonnage 
of 557,000. Siam owned before the war 
only 14 ships ot 9,186 tons. 

The National Debt before the war 
amounted to £4,977,000, and internal 
loans to 24 million baht. Revenue and 
Expenditure of Siam averaged prewar 
£10% to 12% million for revenue, and 
£10 to 13 million for expenditure. 
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ECONOMIC CONDITIONS 
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IN THE 
INDIES 


Slow Restoration of Business in Java and Sumatra 


Abvuut three-fourths of the island of 


Java, including all the principal 
seaports and most economic assets, 
is in~ Dutch hands. Areas con- 


tralled by the Dutch in Sumatra are 
less extensive, but include the ‘leading 
ports and districts of outstanding 
economic significance, rich in petro- 
leum, rubber, palm oil, and tobacco. 
About one-half of the sugar mills in 
Java are within the Dutch lines; also 
about 75 per cent of the rubber area, 
90 per cent cf the tea-producing, 85 
per cent of the cinchona and 65 per 
cent of the coffee-producing re. 
gions. Extensive rice-, tapioca-, sisai-, 
kapok-, and tobacco-producing districts 
have been reoccupied. 


Iminediate eccnomic problems which 
present themselves in the reoccupied 
regions, are: 

(1) Organization of food distribu- 
tion. Aithocugh the rice supply appears 
generally sufficient, its distribution has 
long been inadequate. 

(2) Frovisi:n of consumers’ goods 
(especially textiles, clothing, and me. 
dicines) to the inhabitants, particular- 
ly in the rural districts, who have 
been impovirished by war and’ pro- 
tracted p: litical unrest. 

(3) Prevention of further damage 
to economic assets. 

(4) Prompt shipment abroad of 
existing stocks of export pr-ducts to 
improve the country’s critical exchange 
position. 

(5) 
plantation and native-grown products 
which are urgently required on th: 
world market. 


In view of the paramount impcrt- 
ance of speeding economic réehabilita- 
tion, technical advisers and experts 
have been assigned to the staffs of 
administrators in the reoccupied 


civil 
zones, Arrangéments have been 
made t- expedite shinoment abroad of 


stocks of plantation products found in 
the interior. Despite these measures 
it seems likely that economic rehabili- 
tation in Java and Sumatra may be 
retarded ky guerilla activities until a 
political agreement is reached. 


Transp-riation in many parts of the 
recccunied zones was not safe for com- 
mercial purposes, nor was it safe for 
European wersonnel to return to plan- 
tutions and industria] enterprises. 
Hazardous conditions also interfered 
with transportation of stccks of export 
products from the interior to ports of 
shipment. 


Reoccupied Areas Of Java and 
Sumatra 


Stocks ef native préducts in the in- 
terior are scattered in hundreds of 
small lots, some of them at localities 
which cannot yet be safely visited. As 
produce warehouses are still being de- 
mclished, even behind the Dutch 
lines, no reliable estimates can be 


Revival of production of th¢-se, 


nade of the quantities of produce 
which may ultimately be available for 
export. More than 150,000 tons of 
sugar have been recovered in East 
Java and about 10,000 tons in Centrai 
Java. Much cf this will be required 
for domestic ecrsumption during next 
2 years when sugar production is ex- 
pected to be at a minimum. 

Conditions in recccupied areas vary 
considerably... Many agricultural pro- 
cessing . factories, warehouses, and 
bridges have been destroyed or dam- 
aged, and in some regions export crcps, 
such as tea, rubber, and cinchona. 
were either uprooted by the Japanese 
to make way fcr local food crcps, or 
burned by the Indonesians. Planta- 
tions have deteriorated because of pro- 
longed neglect. The tea industry has 
been hit harder than any:cf the other 
plantation . industries. Tea gardens 
have been damaged and numerous 
processing factories destroyed. Of the 
45 sugar mills in the reoceupied zone, 
5 are reported destroyed. 14 severely 
damaged, and 1 slightly damaged. Al. 
though many ct the prccessing factor. 
ies on rubber plantations have been 
damaged, 1:emainine equipment will 
suffice to handle most of the output. 
About 80 per cent of the palm-oil 
plantaticns in Sumatra are intact. 
Two palm-oil factories have been dé¢s- 
troyed. little is known regarding the 
condition of remaining factzries. One- 
half the sisa! plantations are lost as a 
result of neglect. 

Pending restoration of order and 
stability any increase of business ac- 
tivity in the Indies appsars unlikely. 
In cther regions of the archipelago, 
and in the former bridgehead areas, 
business activity remained at a low 
level. The country’s critical exchange 
situation. continued to hamper import 
trade, and little change was indicated 
in the volume of shipments abroad. 

Labour difficulties at the Banka tin 


mines, which had lasted abcut 3 
months, were terminated in mid- 
August. Combined output at the 


Banka and Billiton mines amount¢éd to 
1,142 metric tons (tin content) in 
August. Production is not likely to 
be substantially improved unti] the 
new dredges, which recently arrived 
go into operation. Tin exports vary 
considerably from mcnth to month, de- 
pending chiefly upon availability of 
shipping — space. August shipments 
totaled 1,813 tons (tin content). slight- 
ly better than the average for the first 
half of the year. 

14,000 metric tons of c:pra were ex. 
ported from the Netherlands Indies in 
August, compared with 11,500 in July. 
Copra production was disappointing, 
totaling only 8,900 tons, of which 
7,000 were produced in East Indonesia, 
and the remainder in West Borneo. 
This is 35 per cent below the average 
cf the preceding 6-month period— 
August normally being a month of peak 
production. To stimulate output, it 
was decided to increase the prices paid 
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to producers by 5 guilders per 100 
kilograms. Frcem August 16 to the 
end of the year 24 guilders will be 
paid for sundried grade A and 23 for 
grade B. Steps have been taken to 
suppiy cheap rice to the copra-produc- 
Ing areas, if necessary by importation 
from abrcad, as weli as textiles, which 
will be sold to producers at a reduced 
rate in proportion to quantity of copra 
delivered. 

Early in August, 5,000 tons <f{ old- 
stock rubber from the reoccupied areas 
in Java were shipped abroad from 
Cheribon. In July, however, the Rub- 
ber-fonds exports totaled 5,461 metric 
tens. which was well above the 
monthly average during the first half 
of the ysar, Only 4,450 tons represent. 
ed current production, \whereas 1,011 
tons were old-stock rubber seized from 
smugglers last January. In addition, 
about 200 tcns of rubber were export- 
ed by private firms In July. The 
Rubberfonds purchases totaled 3,655 
tons, originating largely in West Bor- 
neo. This is twice the quantity pur- 
chased in June, when the smuggling 
trade with Singapore was still profit 
able. 

Production cf crude oil in East Bor- 
neo, the only producing center now 
operating in the archipelago, amount- 
ed to 50,490 metric tons in July, 
equalling that of the 2 preceding 
months. In June, shipments of petre- 
leum products totalled only 18,829 tons. 
Fuel oil made up 13,239 tons, the re- 
mainder consisting of small lots of 
Diesel oil, gascline, kerosene, and gas 
Gil. 


Foreign Trade 

The latest comprehensive figures of 
foreign trade in the Netherlands In- 
dies are those issued for April 1947. 
Imports.in April’ were valued at 55,- 
965,000 guilders—the highest since the 
reoccupation of the archipelag:—com- 
pared with exports valued at 27,421,- 
OCC guilders. Two-thirds of the im- 
ports wsre for the account of the 
Netherlands Indies Government I[m- 
pert-Export Organization (NIGIEO), 
and the remainder was for private 
firms Approximately 44 per cent 
ciiginated in the United States, 12 
per cent in the Netherlands, 7 p:r cent 
in Singapore, and 5 per cent in the 
Urited Kingdom. O12 the ¢xports, 61 
per cent went to the Netherlands, 15 
per cent to the United States, and 6 
per cent to Singavore. Copra cin- 
stituted the largest export item by 
vaiue (48 per cent), followed by rub- 
ber (27 per cent) and tin (9 per cent). 

Prices of certain foodstuffs obtain- 
able in the interior dr:pped appr=- 
ciably following the advance of 
Netherlands forces during July. By 
middie of August, the cost of th: 
cheaper grades of rice had declined 59 
per cent in Batavia, and the better 
grades 25 per cent. A similar decline 
occurred in the price of ccconut oil 
(used for cooking by the natives), 
potatoes, onions, and chickens. The 
general index of focd prices in native 
markets declined about 20 per cent. 
There was no corresponding drop in 
the cost of imported gocds, although a 
gradual reduction might be expected 
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to follow any sustained appreciation 
of the Netherlands Indies guilder. 


Foreign Exchange 


Exchange rates quoted for foreign 
currencies on the black market in Ba- 
tavia were affected by the advance of 
Dutch forces. Immediately after mili- 
tary action commenced, quotations for 
United States dollars, Singapore dol- 
lars, sterling and Australian pounds 
declined to 75 per cent of their pre- 
vicus leveis. The Republican rupiah, 
quoted at 28 Netherlands Indies cents 
before the action commenced, declined 
steadily and is now quoted at 7% 
cents. 


Exchange fluctuations on the black 
market have been a fairly accurate re- 
flection of business sentiment in the 
Netherlands Indies during the past 
month. Following the reoccupation of 
extensive areas in Java and Sumatra, 
optimism returned, businessmen antici- 
pating an early revival of foreign trade 
in general and, more particularly, 
prompt shipment abroad of stocks of 
produce found in the interior. 


Cinchona Production 


Cinchona plantations in West Java, the 
center of cinchona production, suffered lit- 
tle damage during the recent military ac- 
tion. Some plantation buildings were burn- 
ed, but stands of cinchona trees were gen- 
erally undamaged. The people are gradual- 
ly returning to their jobs, and the planta- 
tions in West Java soon will resume pro- 
duction, the bark being supplied to the 
quinine factory at Bandoeng and for ex- 
portation, 


Before the war, Java's cinchona planta- 
tions covered approximately 36.000 acres, 
about 85 percent of which were in districts 
now reoccupied by the Dutch. The area 
planted to cinchona in Java was extended 
by the Japanese, Plantations in Sumatra 
totaled about 4,500 acres in prewar years. 

The registration of stocks of cinchona 
bark found in the reoccupied zones has 
not yet progressed, Over 1,000 tons of cin- 
chona bark were found stored at Cheribon, 
From this lot, 300 tons have been shipped 
to the United States, the remainder for 
the Netherlands, 


Rubber Production 


Approximately three-fourths of Java's 
rubber areas lie within the Dutch lines. 
Plantations appear to have suffered little 
damage. In certain districts, especially 
around Soekaboemi in West Java and 
Malang in the east, the Indonesians have 
damaged plantations by burning or ring- 
ing the trees, The area planted to rubber, 
which amounted to 618,700 acres in 1942, 
has so far not been reduced. The rubber 
area in East Java is estimated to total 
123,000 acres, compared with 200,000 acres 
before the war. 


In 1942 there were 300 rubber-processing 
factories in Java. Thus far, 35 have been 
found burned down or destroyed in areas 
reoccupied by the Dutch, and 20 have been 
damaged (including losses of machinery) 
Destruction was heaviest in the Krawang 
Priangan, and Malang districts, and in the 


area south of Soekaboemi, Many. of the 
damaged smokehouses, drying sheds, and 
other structures can be repaired quickly, 
and the remaining mechanical equipment 
is sufficient to process the initial yield when 
output is resumed, Of the 179 prewar 
factories in East Java, 70 are in usable 
condition. 


Little information is available regarding 
the rubbér industry in Sumatra. In the 
Palembang area, four western plantations 
are to resume operations shortly, Rubber 
output in that area is in the hands of the 
natives. The large rubber plantations on 
the east coast of Sumatra have suffered 
little damage, except for the removal of 
their entire stock of rubber, 


Railway Transports 


Railroad conditions on Java and Su- 
matra are below prewar standard, but ef- 
forts are made to restore them. The re- 
habilitation of rai] traffic in the reoccu- 
pied areas of these islands has been a 
question of bridge repair. While numerous 
bridges were found to have been either 
blown up or seriously damaged by the In- 
donesians, only a few stretches of track had 
been torn up, Many repairs have been 
rapidly effected, and a number of important 
lines are again in operation, The damag- 
ing of railway lines and bridges continues, 
hampering traffic in various sections of the 
reoccupied territories. 


A considerable amount of rolling stock 
has been recovered, especially in the rail- 
way yards of Cheribon and Pasoeroean 
and Probolinggo in East Java. Some of 
the rolling stock, including several locomo- 
tives, which had been removed :o Malaya 
by the Japanese has also been recently re- 
turned, Nearly all of the recovered rolling 
stock is badly worn, but much of it can 
be repaired sufficiently to put it into usable 
condition. Java's principal railway repair 
shop at Madioen is beyond the Dutch lines. 
The shops at Batavia, Surabaya, and 
Semarang are again in working order, al- 
though their capacity has been reduced in 
consequence of the removal of some of the 
machinery during the Japanese occupa- 
tion. 

Before the war railway employees num- 
bered about 40,000, and their numbers have 
increased ~ considerably under the Repub- 
lican regime. Native railway personnel in 
the reoccupied areas have been willing to 
return to their jobs, and supply is ample 
for present needs, There is a shortage of 
coal for locomotives operating -in the in- 
terior, Until sufficient coal can be import- 
ed wood fuel has to be substituted. 


N.E.I, NATIONAL DEBT 


The national debt of the Netherlands 
East Indies totalled 2,900,000. guilders 
on January 1, 1947. In addition, credits 
outstanding in the name of the Bank 
of the Netherlands Indies, for which 
the ‘Netherlands Government in guaran- 
tor, aggregate 267,000,000 guilders, 


The damage wrought by the Japan- 
ese in, the Islands during the occupa- 
tion came to 2,225 million guilders (or 
about £222 million). Mines suffered 
the most damage being estimated at 
814 million guilders. 
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